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Federal  Security  Agency, 

Social  Security  Board, 
Washington  25,  D.  C,  October  31,  1944. 

The  Honorable  Paul  V.  McNutt, 
Federal  Security  Administrator. 
Dear  Mr.  McNutt: 

The  Social  Security  Board  has  the  honor  to  transmit  its  Annual  Report 
for  the  fiscal  year  ended  June  30,  1944,  for  submission  to  the  Congress  as 
required  by  section  704  of  the  Social  Security  Act. 
Respectfully  submitted. 

Arthur  J.  Altmeyer,  Chairman. 
George  E.  Bigge. 
Ellen  S.  Woodward. 
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Social  Security  During  and  After  the  War 

Throughout  the  fiscal  year  1943-44,  American  families,  on  the 
whole,  had  a  higher  level  of  economic  well-being  than  ever  before. 
Steady  jobs  were  open  to  millions  of  persons  who  ordinarily  would 
have  had  little  chance  to  get  or  keep  paid  work.  In  the  cities  and  on 
the  farms,  earnings  were  at  record  levels.  Millions  of  households 
which  had  no  breadwinners  in  the  labor  market  had  an  assured  mini- 
mum income  through  the  allowances  to  dependents  of  servicemen  or 
through  benefits  or  assistance  under  the  Social  Security  Act  and  other 
Federal  and  State  legislation. 

Experience  in  this  year  therefore  gives  a  bench  mark  for  measuring 
risks  to  economic  security  when,  relatively,  such  risks  were  at  a  mini- 
mum. In  even  this  year  of  unprecedented  famih^  income,  an  average 
of  more  than  3.5  million  needy  persons — for  the  most  part  old  people, 
children,  and  the  disabled — were  receiving  public  aid.  The  estimates 
of  the  Bureau  of  the  Census  showed  that^  on  the  average,  nearly  a 
million  were  unemployed.  Under  Federaf  old-age  and  survivors  in- 
surance and  other  programs  for  retirement  and  for  survivors,  names 
continued  to  be  added  to  the  beneficiary  rolls,  though  the  increase  was 
less  than  would  have  been  expected  in  a  year  when  work  opportunities 
were  less  plentiful.  In  good  times  as  in  bad,  people  grow  old  and 
cannot  keep  on  working,  and  the  livelihopd  of  millions  of  families  is 
cut  short  by  the  disability  or  death  of  the  breadwinner. 

By  June  1944  it  was  evident  that  this  fiscal  year  might  be  the  last 
throughout  which  the  war  economy  was  operating  in  high  gear.  The 
attention  of  people  in  all  the  United  Nations — servicemen  and 
civilians — was  turning  toward  problems  of  social  security  during  the 
change-over  to  peace  and  the  long  future.  Letters  and  other  com- 
ments which  came  to  the  attention  of  the  Social  Security  Board  were 
asking,  Can  American  families  maintain  in  time  of  peace  the  economic 
independence  that  so  many  have  gained  during  the  war  ?  When  the 
war  ends,  will  there  be  surplus  workers  as  well  as  surplus  commodities  ? 
Can  the  United  States  avoid  the  economic  collapse  and  the  disruption 
of  family  security  which,  sooner  or  later,  have  followed  every  major 
war  in  its  history  ? 

The  organized  measures  for  social  security  for  which  responsibility 
is  given  to  the  Social  Security  Board  bear  on  only  a  part,  but  an 
important  part,  of  the  problems  raised  by  such  questions. 

While  industry  is  being  regeared  to  peacetime  production  and  men 
are  coming  back  from  all  corners  of  the  world  to  take  their  places  in 
civilian  life,  millions  of  persons  will  have  to  change  jobs.  Many  will 
have  to  shift  to  other  kinds  of  work,  often  to  other  places.  The  num- 
ber of  persons  affected  will  differ  from  time  to  time  and  place  to  place 
according  to  changes  in  wartime  demands,  the  extent  and  character 
of  wartime  production  in  a  locality,  and  the  differing  rates  of  speed 
with  which  various  industries  get  materials  and  reconvert  plant  and 
equipment  for  civilian  production.  Even  the  most  optimistic  view 
of  so  vast  a  readjustment,  however,  recognizes  that  in  the  country  as  a 
whole  there  will  be  considerable  short-term  unemployment. 
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This  is  precisely  the  kind  of  situation  with  which  unemployment 
insurance  is  designed  to  deal.  Unemployment  insurance  can  cope  with 
relatively  brief  unemployment  of  persons  who  are  able  to  work.  Re- 
placing a  part  of  their  wage  loss  while  they  are  out  of  a  job,  it  helps 
them  to  get  along  while  the  plant  is  re-tooling  or  while  they  are  look- 
ing for  new  jobs  in  their  town  or  elsewhere. 

Civilian  workers  in  the  United  States  in  April  1944  included  some 
6.7  million  persons,  it  is  estimated,  who  ordinarily  would  not  have 
been  in  jobs — boys  and  girls  who  would  ordinarily  have  been  in  school 
or  college,  servicemen's  wives,  older  married  women,  and  people  who 
in  usual  times  would  be  considered  marginal  workers  or  would  have 
retired.  Doubtless  many  people  will  leave  the  labor  market  volun- 
tarily when  family  breadwinners  return  from  the  armed  forces  and 
the  motivating  influences  of  wartime  diminish.  Others  will  be 
forced  out.  As  the  men  come  back  from  the  camps  and  battle  fronts, 
many  persons  now  in  jobs  will  find  themselves  on  the  fringe  of 
employability — considered  too  young  or  too  old  or  otherwise  handi- 
capped in  competing  for  work.  In  this  situation  also  our  social 
security  program  will  be  important. 

Old-age  insurance  will  provide  a  minimum  income  for  hundreds 
of  thousands  of  old  people  when  the  wage  earner  must  or  wishes  to 
stop  work;  this  income  is  theirs  as  a  right  based  on  their  contribu- 
tions and  earnings  under  the  insurance  system.  Survivor  insur- 
ance, based  on  similar  rights,  will  enable  many  widows  with  children 
to  devote  their  energies  to  the  care  of  their  children  and  homes,  and 
children  to  continue  their  schooling,  rather  than  to  keep  or  seek 
paid  work.  Survivor  benefits  also  will  provide  monthly  income  for 
aged  widows  of  insured  workers  and,  in  certain  circumstances,  aged 
parents  who  have  been  dependent  on  the  wage  earner.     The  three 


Chart  1. — Income  payments  in  the  continental  United  States,  January  1929-June 

1944^ 
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>  Monthly  averase  for  each  quarter,  1929-43  ;  monthly  data  thereafter. 
Source  :  U.  S.  Department  of  Commerce,  Bureau  of  Foreign  and  Domestic  Commerce. 
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assistance  programs  under  the  Social  Security  Act^-old-age  assist- 
ance, aid  to  dependent  children,  and  aid  to  the  blind — will  afford 
rights  to  public  aid,  on  the  basis  of  need,  to  groups  of  people  who  are 
little  able  or  unable  to  earn  their  living.  Many  in  these  groups  will 
be  affected  by  reductions  or  interruption  of  the  earnings  of  others 
on  whom  they  rely  for  help,  as  well  as  loss  of  anything  they  them- 
selves have  been  able  to  earn. 

The  United  States  is  unique  among  the  major  industrial  countries 
of  the  world  in  that  it  has  no  systematic  general  provision  for  off- 
setting loss  of  earnings  when  a  worker  is  sick  or  disabled  or  for 
assuring  that  adequate  medical  care  is  available  to  persons  who  re- 
quire it,  regardless  of  their  ability  to  pay  for  such  care  at  the  time 
they  need  it.  Throughout  the  war  years,  as  in  all  times  except  periods 
of  widespread  unemployment,  the  losses  and  costs  attributable  to 
sickness  and  disability  have  been  the  greatest  single  cause  of  poverty 
and  dependency  in  the  United  States.  If  employers  again  make 
more  restrictive  and  rigorous  requirements  in  hiring  workers,  and  if 
women  and  children  find  it  harder  than  at  present  to  get  paid  jobs, 
the  volume  of  dependency  attributable  to  disability  and  premature 
death  will  tend,  of  course,  to  be  much  greater  than  it  has  been  in 
recent  years. 

The  course  of  social  insurance  and  public  assistance  during  the  war 
years  emphasizes  the  fact  that  most  of  the  major  economic  risks  of 
families  and  individuals  persist  even  when  employment  and  earn- 
ings are  at  high  levels.  Of  the  chief  causes  of  poverty  and  depend- 
ency in  the  United  States — sickness  and  disability,  old  age,  death 
of  the  family  breadwinner,  and  unemployment — only  unemployment 
has  been  greatly  affected  by  the  wartime  expansion  of  the  national 
economy.  The  spectacular  decline  in  total  expenditures  for  public 
aid  has  been  due  to  liquidation  or  curtailment  of  programs  which, 
during  the  1930's,  served  primarily  to  meet  the  need  of  persons  who 
could  not  find  work  (chart  2).  Unemployment  insurance  alone  has 
accounted  for  the  decline  in  aggregate  payments  under  the  social 
insurance  and  related  programs  shown  in  chart  3.  Old  age,  sickness 
and  invalidity,  and  death  of  the  breadwinner  have  continued  to  cause 
insecurity  in  millions  of  households  which — temporarily  or  perma- 
nently— have  had  no  member  who  could  take  advantage  of  the  war- 
time opportunities  to  earn.  When  jobs  are  less  plentiful  and  em- 
ployers' hiring  requirements  more  stringent,  social  insurance  and 
public  assistance  are,  of  course,  all  the  more  necessary  to  offset  part 
of  the  loss  or  lack  of  earnings  and  assure  the  means  of  subsistence. 

The  income  which  flows  out  in  social  insurance  benefits  and  assist- 
ance has  a  value  disproportionate  to  its  size  in  maintaining  the 
Nation's  purchasing  power.  These  payments  go  only  to  persons 
whose  usual  income  has  been  cut  down  or  stopped  or  is  too  little  for 
subsistence.  Their  insurance  benefits  or  assistance  payments  give 
them  purchasing  power  which,  by  and  large,  they  otherwise  would 
lack.  Soon  spent  for  essentials,  these  payments  pass  quickly  into 
the  stream  of  commerce  through  the  hands  of  the  neighborhood 
grocer,  the  landlord,  and  others  who  provide  basic  necessities. 
Moreover,  the  assurance  of  protection  which  a  strong  and  compre- 
hensive program  of  social  security  creates  for  the  population  as  a 
whole — whether  or  not  they,  as  individuals,  have  occasion  to  claim 
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Chart  2. — Payments  to  recipients  of  public  assistance  and  earnings  of  persons  ent' 
ployed  under  Federal  work  programs  in  the  continental  United  States,  January 
1933- June  1944 
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their  rights — is  essential  to  social  stability  and  economic  progress. 
In  an  industrial  society,  adequate  provision  for  social  security  is  at 
all  times  a  necessary  adjunct  to  a  dynamic  system  of  free  enterprise, 
since  it  facilitates  the  changes  and  readjustments  inherent  in  the 
development  of  business  and  industry. 


Unemployment  Insurance 

In  June  1944,  as  in  June  1935  when  the  Social  Security  Act  was 
being  formulated  by  Congi'ess,  attention  in  the  field  of  social  security 
was  centered  on  unemployment.  The  situation  in  1944,  however,  was 
the  opposite  of  that  9  years  earlier.  Only  about  a  million  persons  were 
out  of  work — as  compared  with  varying  estimates  of  9-12  million  in 
June  1935 — and  these  chiefly  for  only  short  intervals  between  jobs. 
In  1935,  no  State  was  paying  unemployment  benefits.  In  1944,  all 
States,  Alaska,  the  District  of  Columbia,  and  Hawaii  had  been  oper- 
ating unemployment  insurance  systems  for  5  years  or  more  and  had 
built  up  reserve  funds  totaling  more  than  $5  billion  for  future  benefits ; 
the  special  Federal  system  for  railroad  workers  also  had  been  in  oper- 
ation for  6  years.  The  question  in  1944  was  not  whether  to  make  Na- 
tion-wide provision  for  unemployment  insurance  but  whether  the  Fed- 
eral-State system  actually  established  under  the  Social  Security  Act 
could  meet  the  Nation's  needs  during  the  transition  to  peace  and  the 
years  ahead. 

Obviously,  demobilization  of  the  armed  forces  and  war  workers  pre- 
sents certain  problems  outside  the  scope  of  the  Federal-State  system. 
On  June  22,  the  President  signed  the  "G.  I.  Bill  of  Rights"  (Public 
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Law  No.  346,  78th  Cong.)  whicli,  among  other  provisions,  established 
"readjustment  allowances"  for  unemployed  veterans  of  World  War 
II,  to  be  federally  financed,  administered  by  existing  Federal  and 
State  agencies  under  mutual  agreements,  and  payable  at  a  uniform 
rate  of  $20  a  week  for  as  much  as  52  weeks.  These  allowances  not  only 
protect  ex-servicemen  and  servicewomen  who  may  fail  to  find  jobs 
promptly  but  also  greatly  lighten  potential  liabilities  of  the  State 
systems,  under  which  preexisting  rights  of  servicemen  have  been 
"frozen  and,  in  a  few  States,  rights  created  for  all  servicemen  from 
the  State. 

The  immediate  post-war  problem,  therefore,  was  emerging  as  poten- 
tial unemployment  among  workers  in  covered  industrial  and  commer- 
cial jobs  and  other  millions  in  jobs  not  covered  by  any  form  of  unem- 
ployment insurance.  Chief  among  these  latter  are  some  3.5  million 
persons  employed  by  small  firms,  about  200,000  maritime  workers,  some 
3  million  hired  workers  on  farms,  2.5  million  employees  of  State  and 
local  governments,  nearly  a  million  workers  in  nonprofit  institutions 
and  agencies,  and  more  than  3  million  Federal  civilian  employees. 
Cut-back  or  stoppage  of  war  activities  and  return  of  servicemen  clearly 
foreshadow  large  lay-offs  of  Federal  workers  in  arsenals,  navy  yards, 
ammunition  plants,  and  the  like,  and  in  the  civil  service. 

The  Role  of  Unemployment  Insurance 

No  better  mechanism  than  unemployment  insurance  exists  for 
enabling  the  workers  affected  to  weather  the  readjustment,  and  thus 
for  helping  to  speed  reconversion  for  the  Nation.  In  that  process  it  is 
essential  to  keep  in  touch  with  workers  who  lose  their  wartime  jobs, 
to  know  where  other  work  is  developing,  to  direct  the  right  workers  to 
those  jobs,  and  to  keep  up  family  purchasing  power  and  individual  and 
public  morale  by  paying  benefits  during  gaps  between  jobs.    This  is 


Chart  3. — Payments  under  selected  social  insurance  and  related  programs,  January 

1938- June  1944 

MILLIONS  OF  DOLLARS 
120 


100 


li'l  ■■  I"  '  "^'  '!■'•'' I  III 


1938 


1939 


1940 


1941 


1942 


1943 


1944 


6 


FEDERAL  SECURITY  AGENCY 


the  function  for  which  unemployment  insurance  is  designed.  If  it  is 
to  fulfill  that  function  effectively,  the  system  must  be  broadly  available 
to  persons  who  depend  on  employment  for  their  living  and  must  pro- 
vide benefits  which,  in  amount  and  duration,  replace  a  reasonable  part 
of  the  wages  which  workers  lose  because  of  involuntary  unemployment. 

Unemployment  insurance  recognizes  that  in  a  highly  organized  in- 
dustrial society  many  workers  have  some  unemployment  during  even 
the  best  years.  In  considerable  part,  such  unemployment  results  from 
industrial  change  and  technological  development— from  mobility  of 
both  industry  and  labor.  It  is  a  price  of  progress  and  efficiency,  and 
its  cost  is  an  inevitable  charge  on  society,  whether  it  is  shared  through 
unemployment  insurance  or  is  met  in  less  constructive  ways.  Even 
"full"  employment  could  not  obviate  unemployment  in  any  but  a  regi- 
mented economy;  anything  less  than  "full"  employment  makes  unem- 
ployment insurance  the  more  necessary. 

In  the  years  1922-29,  often  cited  as  an  example  of  prosperity  in  the 
United  States,  there  was  average  unemployment  of  about  8  percent 
among  our  industrial  workers.  For  "full  employment"  under  Sir 
AVilliam  Beveridge's  proposed  plan  for  Great  Britain,  average  unem- 
ployment of  8.5  percent  is  assumed.  Even  under  the  abnormal  pres- 
sure of  all-out  war,  about  a  million  persons  were  unemployed  in  June 
1944.  Jobs  throughout  the  Nation  were  calling  for  workers,  wage 
rates  and  patriotic  incentives  ran  high,  usual  hiring  standards  had 
been  greatly  relaxed,  and  intensive  efforts  were  being  made  to  direct 
workers  to  places  where  they  were  needed.  Among  the  million  with- 
out jobs  there  were  persons  without  skills,  but  also  skilled  workers  laid 
off  temporarily  by  changes  in  production,  lack  of  materials,  seasonal 
shifts,  and  the  like.  It  is  hard  to  imagine  any  peacetime  situation  in 
which  all  these  factors  will  not  operate  to  displace  much  larger  num- 
bers of  persons  who  need  and  want  work  than  were  unemployed  when 
the  war  was  in  full  swing. 

Under  the  State  unemployment  compensation  laws,  as  in  all  major 
systems  of  unemployment  insurance,  the  purpose  is  to  replace  only 
part  of  the  wages  lost  by  an  unemployed  worker.  He  gets  no  benefit 
for  his  first  week  or  two  of  unemployment,  which  is  the  "waiting  pe- 
riod."   His  weekly  benefit  amount  ordinarily  is  intended  to  be  about 

Chart  4. — Beneficiaries  and  benefit  payments  under  State  unemployment  compen- 
sation laws,  January  1940— June  1944^ 
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half  his  previous  earnings  within  a  fixed  maximum,  which  under  exist- 
ing* laws  is  commonly  $15  to  $18  a  week.  As  a  result  of  this  limitation, 
many  higher-paid  workers  get  much  less  than  half  their  usual  earnings. 
The  number  of  weeks  of  unemployment  for  which  benefits  can  be  paid 
is  also  limited,  either  to  a  uniform  number  for  all  insured  workers  or 
to  some  number  fixed  in  relation  to  the  individual's  past  earnings.  He 
receives  benefits  only  if  he  is  unemployed,  is  able  to  work  and  available 
for  work,  and  does  not  refuse  any  suitable  work  offered  him.  Pro- 
visions such  as  these  are  designed  to  limit  the  payment  of  unemploy- 
ment benefits  to  persons  who  depend  on  earnings  and  are  genuinely 
unemployed. 

Since  wage  earners  and  their  families  usually  cannot  make  large 
and  sudden  reductions  in  their  basic  expenses  when  unemployment 
comes,  and  it  often  is  socially  undesirable  that  they  should  do  so,  in- 
sured workers,  at  best,  must  draw  on  their  savings  or  other  resources 
or  on  their  credit  when  they  are  out  of  work.  Workers  themselves  will 
carry  half  or  more  of  their  wage  loss  during  the  periods  of  unemploy- 
ment which  the  present  system  is  designed  to  cover.  If  unemployment 
benefits  replace  as  much  as  half  the  loss  during  the  spells  of  unemploy- 
ment common  among  regular  members  of  the  labor  force,  the  workers 
concerned  have  some  basic  protection  and  ample  incentive  to  seek  new 
jobs  and  to  save  when  they  are  earning.  At  the  same  time  these  bene- 
fits, by  helping  to  stabilize  purchasing  power  and  sustain  the  morale  and 
efficiency  of  the  working  population,  protect  business  and  the  economy 
as  a  whole.  Prolonged  and  widespread  depression  requires  other 
measures. 

Compensated  Unemployment 

During  the  war,  many  wage-earning  families  have  been  able  to  pay 
up  debts  and  accumulate  savings.  On  these  savings  rests  a  major 
hope  for  keeping  up  employment  and  business  through  the  reconver- 
sion. In  any  event,  billions  of  dollars  of  savings  will  be  used  for  rent, 
food,  moving  expenses,  and  other  necessities  during  weeks  or  months 
when  many  workers  are  between  jobs.  If  the  wage-earning  popula- 
tion as  a  whole  had  assurance  that  they  could  draw  benefits  to  help 
tide  over  unforeseeable  losses  from  unemployment  and  sickness,  a  great 
many  families  would  be  both  able  and  willing  to  buy  or  build  a  new 
house  or  repair  and  improve  the  old  one,  to  replace  the  worn-out  auto- 
mobile, and  realize  other  hopes  for  the  future. 

To  the  extent  that  this  assurance  is  lacking  and  workers  have  reason 
to  fear  that  their  savings  will  be  drained  away  during  the  reconversion 
period,  public  confidence  and  optimism  will  be  lessened  and  the  con- 
tribution of  the  social  security  progi^am  toward  steadying  employment 
and  business  will  be  weakened.  This  result  would  be  the  more  shock- 
ing in  that,  under  present  provisions  of  the  State  systems,  a  large  part 
of  the  billions  accumulated  in  the  State  reserves  to  pay  unemployment 
benefits  will  go  unused  even  if  post-war  unemployment  is  widespread 
and  prolonged. 

The  failure  of  the  present  system  of  unemployment  insurance — as  a 
whole — to  cover  a  reasonable  proportion  of  the  wage  loss  from  unem- 
ployment is  due  to  a  series  of  shortcomings.  Too  many  jobs  are  ex- 
cluded from  the  program.  Benefits  are  too  short  in  duration  and 
too  small  in  amount.  In  many  States,  payments  are  further  restricted 
by  severe  disqualification  provisions.     State  provisions  for  experience 
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rating  tend  to  put  a  damper  on  proposals  to  improve  the  system  in  the 
light  of  operating  experience  and  have  led  to  interstate  competition  to 
reduce  employer  contribution  rates  at  the  expense  of  the  adequacy  of 
the  State  systems.  The  segregation  of  benefit  reserves  within  indi- 
vidual States,  without  provisions  for  pooling  or  reinsuring  on  a  na- 
tional basis,  limits  the  potential  use  of  the  reserves. 

All  these  shortcomings  can  be  eliminated,  some  by  State  action  alone, 
some  only  through  changes  in  Federal  law.  The  Board  believes  that 
action  is  urgently  needed  now  to  make  the  changes  which  will  enable 
the  unemployment  compensation  program  to  fulfill  the  purpose  for 
which  it  was  established. 

Benefit  Duration 

The  failure  of  benefits  to  compensate  a  larger  part  of  the  wage  loss 
of  unemployed  insured  workers  is  due,  in  the  main,  to  the  restricted 
duration  of  benefits.  Twenty-seven  States  limit  benefits  to  16  weeks 
or  less ;  only  two  permit  payments  for  more  than  20  weeks.  If  a  work- 
er's unemployment  benefits  do  not  continue  until  he  gets  another  job, 
his  insurance  may  run  out  when  he  needs  it  most.  Even  in  1941,  a 
rather  good  year,  half  of  all  workers  who  drew  benefits  exhausted  their 
rights  before  they  got  new  jobs;  in  four  States,  from  60  to  70  percent 
of  all  beneficiaries  exhausted  their  rights. 

Moreover,  almost  three-fourths  of  the  States  vary  the  duration  of  a 
worker's  benefits  according  to  the  amomit  of  his  past  covered  employ- 
ment and  earnings.  While  the  maximum  in  the  State  law  may  be  16 
weeks,  a  claimant  in  3  States  may  actually  be  entitled  to  as  little  as 
21/2  or  3  weeks  of  benefits.  In  15  States  with  uniform  duration,  on 
the  other  hand,  all  workers  who  are  eligible  for  benefits  are  entitled  to 
the  same  duration  under  the  State  law  if  they  continue  to  be  unem- 
ployed. The  irregularly  employed  eligible  worker  thus  has  as  long 
protection  as  the  worker  who  has  been  regularly  employed. 

Adequate  duration  of  benefits  will  be  of  particular  importance 
after  the  war  in  helping  both  to  promote  desirable  types  of  labor 
mobility  and  to  prevent  wasteful  migration  in  search  of  jobs.  If  a 
worker  must  move  and  perhaps  also  change  to  a  new  type  of  work, 
he  may  be  unemployed  for  a  considerable  time  before  he  finds  work 
for  which  he  is  suited;  it  is  not  to  his  interest  or  society's  that  he 
should  be  forced  by  lack  of  funds  to  take  casual  or  dead-end  jobs 
which  offer  no  future  security  to  his  family.  Wlien  a  plant  or  a  town 
will  again  need  workers  who  are  laid  on  while  equipment  is  being 
reconverted  and  materials  obtained,  the  availability  of  benefits  for 
substantial  periods  helps  to  prevent  scattering  and  loss  of  skilled 
labor.  Present  duration  provisions  give  neither  workers  nor  employ- 
ers a  chance  to  carry  through  reconversion  without  undue  difficulties. 

^Vhen  the  Social  Security  Act  became  law  there  was  practically  no 
information  on  the  duration  of  unemployment  among  American  work- 
ers. The  limitations  in  the  original  State  laws  resulted  largely  from 
estimates  of  the  benefits  that  could  be  financed  by  a  2.7-percent  con- 
tribution rate.  In  the  absence  of  adequate  facts  on  unemployment, 
these  estimates  were  very  conservative,  and  accordingly  duration  pro- 
visions of  the  State  laws  were  very  limited.  Actual  operation  of  the 
State  systems  has  shown  that,  over  an  average  period,  such  a  contri- 
bution rate  can  finance  benefits  considerably  longer  in  duration  and 
also  larger  in  amount  than  those  now  provided.     As  State  reserves 
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Chart  5. — Initial,  continued,  and  compensable  claims  under  State  unemployment 
compensation  laws,  January  1940- June  1944  * 
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have  piled  up,  the  trend  has  been  to  reduce  employer  contributions 
under  the  State  law,  rather  than  to  make  benefits  more  nearly  ade- 
quate to  meet  needs  shown  by  operation  of  the  systems.  Even  in  good 
years,  the  maximum-duration  and  the  variable-duration  provisions 
now  prevailing  in  State  laws  give  too  brief  protection  to  serve  the 
basic  purpose  of  the  program. 

The  Board  is  strongly  of  the  opinion  that  unemployment  benefits 
should  be  payable  for  at  least  26  weeks  in  a  year  to  any  insured 
worker  who  qualifies  for  benefits  under  the  law. 

Benefit  Amounts 

The  benefit  of  a  totally  unemployed  worker  may  range,  according 
to  the  law  of  the  State  and  his  wage  credits,  from  as  little  as  $2  a 
week  to  $22.  No  separate  provision  is  made  for  a  worker's  depend- 
ents except  in  the  District  of  Columbia,  and  that  is  inconsequential 
m  amount.  A  little  more  than  half  the  States  place  the  maximum 
at  $15  or  $16  a  week.  Minimum  payments  range  from  $2  to  $10,  and 
two  States  do  not  set  any  fixed  minimums. 

As  a  result  of  the  top  limits,  there  were  15  States  in  which  half  or 
more  of  all  benefit  payments  in  1943  were  at  the  maximum  set  by  the 
State ;  in  4  States  where  the  maximum  benefit  was  $15  a  week,  from 
72  to  85  percent  of  all  payments  were  at  the  maximum.  For  a  large 
proportion  of  all  workers  who  were  drawing  benefits,  the  weekly  ben- 
efit amount  was  therefore  less  than  half  the  worker's  average  wage. 

An  advantage  often  urged  for  the  present  Federal-State  unemploy- 
ment compensation  system  is  that  the  Social  Security  Act  leaves  States 
free  to  experiment  and  to  design  systems  in  accordance  with  wage 
rates,  living  costs,  and  other  factors  which  may  vary  in  different  parts 
of  the  country.     There  has  been  ample  time  in  which  to  experiment. 
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and,  with  the  wartime  increase  in  contributions,  all  States  have  rela- 
tively large  reserves.  In  many  respects,  however,  differences  in  actual 
operations  under  State  systems  do  not  reflect  differences  in  the  econ- 
omy of  the  States.  For  example,  there  seems  no  reason  to  suppose 
tlint,  on  the  average,  unemployed  workers  in  one  State  can  get  along 
with  one-third  of  past  earnings  or  less,  while  elsewhere  they  need 
half.  Among  the  22  States  which  had  the  same  maximum  benefit  of 
$15,  average  weekly  earnings  of  covered  workers  in  the  first  quarter 
of  1944  ranged  from  $25.01  in  South  Carolina  to  $46.72  in  Oregon. 

The  Social  Security  Board  believes  that  the  maximum  benefit  for 
full-time  unemployment  should  not  be  less  than  $25  a  week,  including 
dependents'  allowances,  if  any.  Benefits  should  be  related  not  only 
to  previous  wages  but  to  the  claimant's  dependents.  Paj^ment  of  de- 
pendents' allowances  would  provide  larger  amounts  for  workers  with 
heavier  obligations  at  much  less  increase  in  total  costs  than  would  be 
necessary  if  benefit  scales  for  all  workers  were  raised  to  a  point  which 
recognized  family  needs. 

Disqualification  From  Benefits 

Under  all  but  a  few  of  the  original  State  unemployment  compensa- 
tion laws,  the  major  disqualifications  from  benefits  took  the  form  of 
postponing  payment  of  benefits  to  workers  who  had  quit  a  job  without 
good  cause,  or  had  been  discharged  for  misconduct,  or,  while  claiming 
benefits,  refused  suitable  work.  In  these  circumstances  the  worker's 
loss  or  lack  of  a  job  may  logicall}^  be  held  due  to  his  own  choice  or  fault; 
the  postponement  of  benefits  is  a  recognition  that  the  role  of  the 
progi'am  is  to  compensate  only  involuntary  unemployment.  If,  how- 
ever, the  worker  continues  to  be  unemployed  though  able  to  work  and 
available  for  work,  it  may  be  assumed  that  his  unemployment  becomes 
involuntary — the  result  of  the  state  of  the  labor  market — and  no 
longer  a  consequence  of  his  original  disqualifiying  act.  For  unem- 
ployment after  the  initial  period,  therefore,  nearly  all  States  paid  the 
benefits  for  which  an  individual  was  qualified  by  his  previous  employ- 
ment and  earnings. 

During  the  past  5  years  there  has  been  a  clear  trend  toward  more 
severe  disqualification  provisions.  Various  States  have  adopted  pro- 
visions which  cancel  all  or  part  of  the  worker's  benefit  rights  in  such 
cases,  so  that  potential  payments  are  greatly  reduced,  or  even  wiped 
out,  for  workers  who  have  quit  without  good  cause  or  have  been  dis- 
charged for  misconduct  or  have  declined  work  considered  suitable  by 
the  agency.  As  a  result,  the  disqualified  worker  may  be  unable  to 
draw  benefits  even  in  a  subsequent  spell  of  clearly  involuntary  unem- 
ployment during  his  benefit  year. 

By  January  1944,  more  than  half  the  States  had  provisions  either 
reducing  or  canceling  benefit  rights  of  claimants  who  had  been  dis- 
qualified for  these  reasons,  instead  of  merely  postponing  payments 
for  a  reasonable  period  following  the  disqualifying  act.  The  serious- 
ness of  the  disqualification  provisions  may  be  shown  by  some  figures 
on  the  extent  of  such  disqualifications.  In  nine  States  ior  which  data 
are  available  for  1943,  from  7  to  37  percent  of  all  eligible  claimants 
were  disqualified  for  voluntary  quit,  discharge  for  misconduct,  or 
refusal  of  suitable  work. 

In  addition,  an  increasing  number  of  States  are  defining  "good 
cause"  for  voluntary  leaving  to  include  only  cause  attributable  to  the 


SOCIAL  SECURITY  BOARD,   NINTH   ANNUAL  REPORT  11 

job  or  to  the  employer.  In  such  States,  for  example,  a  man  who 
left  a  job  on  promise  of  war  work  which  did  not  materialize  or  in  pros- 
pect of  Army  service  for  which  he  was  rejected  or  to  have  a  surgical 
operation,  or  a  woman  who  stopped  work  temporarily  to  care  for  a 
sick  child,  may  not  be  able  to  draw  any  benefits  if,  when  he  or  she  is 
able  and  ready  to  work,  a  job  is  not  immediately  to  be  found.  Under 
such  provisions,  it  is  not  enough  that  the  worker  is  unemployed 
through  no  fault  or  wish  of  his  own;  it  must  be  shown  that  the  em- 
ployer was  at  fault.  In  1938,  only  4  States  restricted  "good  cause" 
for  voluntary  leaving  to  causes  attributable  to  the  employer,  or  to  the 
employment.  By  January  1944,  18  States  made  this  restriction  by 
law  and  1  by  regulation. 

This  position  and  the  drastic  penalty  of  canceling  benefit  rights 
of  workers  disqualified  for  these  reasons  are  without  precedent  in 
any  other  major  system  of  unemployment  insurance  with  which  the 
Board  is  familiar.  They  negate  the  purpose  of  the  system,  which  is 
to  pay  benefits  to  persons  who  have  evidenced  their  attachment  to 
covered  employment  and  are  involuntarily  unemployed.  "Good 
cause"  for  voluntary  leaving  should  include  compelling  personal  and 
family  reasons.  The  Board  believes  further  that  disqualification 
should  involve  only  the  prolongation  of  the  waiting  period — that  is,^ 
postponement  of  benefit  payments — in  most  instances,  for  not  more 
than  4  or  5  weeks. 

Doubtless  some  of  the  undue  severity  in  imposing  disqualifications 
in  particular  cases  has  reflected  the  wartime  need  for  workers.  The 
trend  toward  severity,  however,  began  before  the  war,  and  many  of 
the  provisions  which  cut  or  cancel  benefit  rights  (notably  provisions 
on  voluntary  leaving)  are  imbedded  in  statutes  which  will  have  equal 
force  and  even  more  devastating  effects  when  the  war  is  over.  De- 
velopment in  the  field  of  disqualifications  appears  to  be  part  of  a 
broader  underlying  trend  in  the  Federal-State  program  which  threat- 
ens to  distort,  and  in  serious  measure  to  defeat,  the  purpose  and 
function  of  unemployment  insurance — to  pay  benefits  to  qualified 
workers  when  they  are  unemployed,  able  to  work,  and  available  for 
work. 

Contributions 

The  Social  Security  Act  gave  an  incentive  for  State  action  in  un- 
employment insurance  and  made  it  feasible  for  States  to  act  by  au- 
thorizing Federal  grants  to  pay  the  entire  cost  of  proper  and  efficient 
administration  of  State  unemployment  compensation  laws  and  by 
establishing  the  offset  device  for  the  Federal  unemployment  tax.  The 
uniform  tax  of  3  percent  of  pay  roll  was  imposed  on  substantially 
all  employers  of  eight  or  more  workers  in  industry  and  commerce; 
against  it,  these  employers  could  offset,  up  to  as  much  as  90  percent 
of  their  tax  liability,  contributions  which  they  had  paid  under  State 
unemployment  compensation  laws  approved  by  the  Social  Security 
Board.  This  basic  provision  was  intended  to  equalize  the  tax  on 
employers  in  States  which  did  and  those  which  did  not  have  unem- 
ployment insurance,  and  thus  to  prevent  unfair  handicaps  among 
competing  employers  in  different  States. 

The  Federal  act,  however,  permitted  employers  to  credit  against 
their  Federal  tax  not  only  the  contributions  they  had  paid  under  the 
State  law  but  also  those  from  which  they  had  been  excused  under 
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State  provisions  for  varying  employer  contributions  according  to  the 
employer's  experience  with  unemployment.  These  provisions  could 
not  be  put  into  effect  until  sufficient  time  had  elapsed  to  measure  that 
"experience."  Employer  contribution  rates  were  first  modified  in 
1938  in  Wisconsin.  Each  following  year  the  number  of  States  with 
such  modifications  has  increased ;  in  1944,  modified  rates  are  in  effect 
in  42  States.  In  the  calendar  year  1943,  it  is  estimated,  the  State-wide 
average  contribution  rate  of  employers  under  the  ordinary  contribu- 
tion provisions  of  State  laws  ranged  from  0.9  percent  to  2.6  percent 
in  States  with  experience  rating,  and  was  2.7  percent  in  only  the  11 
States  which  had  not  adopted  such  provisions  or  had  not  yet  put 
them  into  effect.  Among  individual  employers,  contributions  under 
the  State  laws  ranged  from  zero  to  the  normal  2.7  percent  of  pay  roll 
(3.0  percent  in  Michigan)  and,  in  the  17  States  which  impose  "pen- 
alty" rates  for  firms  with  a  poor  record  of  experience,  to  as  much  as 
4  percent  for  a  few.  In  general,  experience-rating  States  have  tended 
to  make  2.7  percent  the  top  rate,  rather  than  to  offset  rate  reductions 
for  some  employers  by  rate  increases  for  those  who  are  poor  risks. 

Rates  vary  widely  for  employers  in  the  same  business  and  with 
similar  unemployment  experience.  The  State  in  which  a  firm  is  lo- 
cated may  be  a  more  important  factor  in  determining  its  contribution 
rate  for  unemployment  insurance  than  the  character  of  the  industry 
in  which  it  is  engaged  or  its  record  in  relation  to  general  experience 
in  that  industry.  Obviously,  no  State  and  no  employer  wants  to  be 
handicapped  by  higher  contribution  rates  than  are  paid  by  competi- 
tors elsewhere.  The  situation  therefore  has  led  inevitably  to  interstate 
competition  to  reduce  contribution  rates. 

Employers  have  had  an  incentive  to  resist  improvement  of  benefit 
standards  in  their  State  on  the  ground  that  such  changes  might  keep 
them  from  getting,  or  make  it  impossible  for  them  to  continue  to 
enjoy,  contribution  rates  as  advantageous  as  those  elsewhere.  More- 
over, in  the  experience-rating  States  employers  have  had  a  direct  in- 
centive to  contest  the  benefit  payments  to  their  former  workers,  since 
these  payments  affected  their  "experience"  and  hence  their  contribu- 
tion rate. 

In  the  fiscal  year  1943^4,  experience  rating  resulted  in  a  reduction 
of  some  $484  million  in  contributions  which  would  have  been  col- 
lected under  normal  unmodified  rates;  by  the  end  of  that  year,  nearly 
a  billion  dollars  had  been  lost  in  contributions  which  otherwise  would 
have  added  to  the  reserves  in  years  of  increasing  employment  and 
pay  rolls  to  meet  the  inevitably  greater  costs  of  benefits  during  and 
after  demobilization.  Eecognizing  this  fact,  10  States,  all  of  which 
had  experience  rating  in  effect  in  the  year,  enacted  special  "war-risk" 
provisions  in  1943  to  require  extra  contributions  from  all  firms  which 
had  greatly  expanded  during  the  war  and,  in  1  State,  from  all  em- 
ployers. In  the  10  States  in  Avhich  these  war-risk  provisions  were 
in  operation  in  1943-44,  the  additional  collections,  it  is  estimated, 
offset  about  30  percent  of  the  total  reduction  granted  to  employers  in 
those  States. 

Wartime  has  emphasized  what  was  hardly  less  clear  in  peace,  that 
the  causes  of  most  unemployiiient  are  beyond  the  control  of  individual 
employers  or  industries.  Whatever  the  merits  of  experience  rating, 
the  present  competition  in  rate  reduction  threatens  to  undermine  the 
effectiveness  of  unemployment  insurance  in  the  United  States.     The 
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loss  of  revenue  which  has  resulted  from  rate  reductions  has  come  at  a 
time  when  employers  could  most  readily  pay  the  normal  contribution 
rate.  More  important,  experience  rating  has  had  the  unforeseen 
effect  of  holding  back  development  of  the  program  and  even  cutting 
down  standards. 

Reserves  for  Unemployment  Insurance 

The  relative  amounts  of  State  reserves  for  future  benefit  payments 
differ  markedly.  At  the  end  of  the  fiscal  year,  funds  available  for 
benefits  represented  $181  per  worker  with  wage  credits  in  New  Jersey, 
at  one  extreme,  and  at  the  other,  $50  per  worker  with  wage  credits  in 
Mississippi. 

The  diversity  of  effective  contribution  rates  and  differences  in  bene- 
fit provisions  are  among  the  factors  which  cause  differences  in  State 
reserves.  Even  if  contribution  rates,  benefit  standards,  and  the 
period  of  operation  had  been  the  same  for  all  States,  however,  dif- 
ferences would  have  been  considerable.  States  differ  greatly  in  size 
of  population,  in  the  extent,  diversity,  and  character  of  covered  in- 
dustry, and  in  other  factors  which  affect  a  State's  ability  to  insure 
against  unemployment.  A  State  dominated  by  one  or  two  industries, 
for  example,  is  likely  to  be  far  more  vulnerable  to  sudden  downswings 
in  employment  than  one  where  industry  is  highly  diversified.  In 
the  latter,  it  is  not  probable  that  all  types  of  business  activity  will  be 
affected  simultaneously,  and  workers  laid  off  from  a  depressed  in- 
dustry have  a  better  chance  of  getting  jobs  elsewhere.  Just  as  the 
single  employer  or  industry  is  not  an  effective  unit  for  bearing  costs 
of  unemployment,  so  the  highly  different  geographic  units  represented 
by  the  States  are  subject  to  varying  risks  of  unemployment  from 
economic  and  natural  factors  which  they  themselves  cannot  control. 

These  basic  limitations  on  the  validity  of  the  State  as  an  economic 
unit  for  purposes  of  unemployment  insurance  have  been  increased  and 
dramatized  during  the  war.  The  extent  of  the  expansion  in  covered 
pay  rolls,  for  example,  has  differed  greatly;  from  1938  to  1942  the 
rise  in  covered  pay  rolls  in  Nevada  was  nearly  300  percent,  and  at  the 
other  extreme,  in  North  Dakota,  less  than  35  percent.  The  impact  of 
reconversion  likewise  will  vary  enormously  according  to  both  the 
extent  and  the  character  of  production  in  a  State  during  the  war  years. 
The  timing  and  direction  of  reconversion  obviously  must  be  deter- 
mined by  national  needs,  rather  than  by  situations  within  particular 
States.  In  some  places  dislocations,,  while  sweeping,  may  be  rela- 
tively brief ;  elsewhere,  the  changes  will  leave  ghost  towns  or  cities. 

The  $5.4  billion  to  the  account  of  the  51  State  agencies  in  the  un- 
employment trust  fund  at  the  end  of  the  fiscal  year  is,  in  total,  a  vast 
reserve  to  meet  the  heavy  obligations  incurred  by  the  State  systems 
during  the  war  years.  The  total  is  segregated  into  51  State  accounts, 
each  of  which  can  be  drawn  on  only  for  payments  under  the  respective 
State  law.  These  separate  accounts  would  probably  be  sufficient  to 
withstand  benefit  drains  during  reconversion,  even  if  benefits  were 
payable  in  each  State  for  26  weeks  to  all  eligible  unemployed  workers 
at  weekly  rates  up  to  a  $25  maximum.  Moreover,  if  any  State  is  hard- 
pressed  to  meet  its  obligations  it  can  borrow  Federal  funds  without 
interest,  under  the  provisions  of  a  recently  enacted  law  (Public  Law 
No.  458,  78th  Cong.,  approved  Oct.  3,  1944).  This  law,  however,  ap- 
plies only  to  the  reconversion  period.     Over  the  whole  swing  of  the 
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business  cycle,  some  provision  is  necessary  for  pooling  the  greatly 
different  unemployment  risks  of  the  States.  With  such  pooling,  a 
given  contribution  rate  would  finance  stronger  benefit  provisions  every- 
where than  are  possible  when  risks  and  reserves  are  divided.  With 
their  present  reserves,  all  States  can  improve  their  systems.  Apart 
from  the  interstate  competition  in  rate  reductions,  the  major  factor 
which  impedes  such  improvement  is  the  fear,  in  the  face  of  varying 
and  uncontrollable  demands,  of  too  great  a  drain  on  the  State's  reserve. 

If  severe  drains  should  develop,  part  of  the  impact  will  fall  directly 
on  insured  workers.  The  law^s  of  several  States  provide  that  benefits 
shall  be  reduced  in  amount  or  duration  if  the  reserve  drops  below  a 
specified  figure.  A  State  system  thus  would  fail  to  function  fully  just 
when  it  was  needed  most.  In  addition,  under  experience-rating  provi- 
sions, employer  contribution  rates  would  tend  to  rise  at  the  time  when 
business  was  least  able  to  bear  added  tax  burdens  and  would  thus  tend 
to  limit  its  ability  to  employ  and  pay  workers. 

Authorization  of  Federal  loans  to  State  systems  which  find  their 
reserves  running  low  is  not,  in  itself,  an  effective  device  for  giving  the 
assurance  needed  to  make  the  Federal-State  system  work.  Appro- 
priate provision  for  Federal  reinsurance  of  the  State  systems,  coupled 
with  minimum  benefit  standards,  would  go  far,  the  Board  believes, 
tow^ard  effecting  the  purpose  of  this  program  under  the  Social  Security 
Act. 

Coverage 

Jobs  of  millions  of  wage  earners  still  lack  the  protection  of  un- 
employment insurance  under  the  Federal-State  system  or  the  only 
other  public  program  dealing  with  this  risk,  the  Federal  system  for 
railroad  workers.  Coverage  of  certain  of  these  groups,  the  Board 
believes,  is  immediately  feasible  and  urgently  necessary. 

Only  eight  State  unemployment  compensation  systems  are  as  com- 
prehensive as  the  Federal  old-age  and  survivors  insurance  system 
in  including  all  employers  in  covered  industries  regardless  of  the 
number  of  employees.  An  additional  five  States  approach  the  cover- 
age of  the  Federal  system  but  are  less  comprehensive.  To  extend 
unemployment  insurance  in  all  States  to  employers  of  one  or  more 
would  bring  some  2.5  million  additional  jobs  under  the  program. 
This  extension  would  be  greatly  facilitated  by  amendment  of  the 
Federal  Unemployment  Tax  Act  to  include  employers  of  one  or  more, 
rather  than  eight  or  more,  workei-s.  Such  action  should  be  taken 
promptly  in  view  of  the  need  for  subsequent  State  legislation  and 
administrative  action  to  set  up  wage  and  contribution  records  for 
Avorkers  in  small  firms. 

Prompt  Federal  action  also  is  urgently  needed  to  provide  unem- 
ployment insurance  for  maritime  workers,  a  group  which  has  seen 
hazardous  service  throughout  the  war  and  will  suffer  severe  shrinkage 
of  employment  when  the  war  ends.  Because  of  the  interstate  char- 
acter of  maritime  employment  and  other  conditions  peculiar  to  that 
industry,  a  special  Federal  system,  as  for  railroad  workers,  is  probably 
the  best  means  of  covering  these  workers  in  the  present  circumstances. 

The  Board  also  believes  that  Federal  action  is  desirable  to  provide 
unemployment  insurance  for  Federal  employees,  especially  now  when 
the  Government  employs  hundreds  of  thousands  whose  jobs  will  be 
terminated  as  soon  as  war  activities  decline  or  end.    Many  of  these 
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Federal  employees  have  little  of  the  security  of  tenure  ordinarily  at- 
tached to  civil-service  positions.  In  addition,  larg^e  numbers  have 
been  drawn  from  private  industry  into  Government  arsenals  and  navy 
yards;  when  war  production  slows  down  or  ceases,  they  will  be  in 
exactly  the  same  position  as  employees  in  privately  owned  munitions 
plants  and  shipyards,  but  they  will  have  no  recourse  to  unemployment 
insurance.  The  Board  believes  that  unemployed  Government  workers 
should  not  be  denied  the  unemployment  insurance  protection  which 
they  would  have  had  if  they  had  worked  for  private  employers  instead 
of  the  Federal  Government.  Payment. of  unemployment  benefits  to 
Federal  employees  will  help  in  the  readjustment  of  our  economy  to 
peacetime  employment.  It  will  ensure  that  when  such  workers  become 
unemployed  they  will  register  at  the  local  employment  office  and  will 
be  referred  to  available  job  openings,  thus  enhancing  the  individual's 
opportunity  for  employment  and  the  security  of  his  family  and  the 
community. 

Pay  scales,  leave  regulations,  and  other  conditions  of  employment 
are  uniform  for  similar  classes  of  Federal  workers  throughout  the 
country.  The  Board  believes  that  unemployment  benefits  for  Fed- 
eral workers  likewise  should  be  computed  on  a  uniform  basis  through- 
out the  country,  whether  such  benefits  are  administered  federally  or 
through  the  State  unemployment  compensation  systems. 

Strengthening  Unemployment  Insurance 

The  recommendations  on  unemployment  insurance  in  the  preceding 
paragraphs  are  offered  as  a  statement  of"  the  general  direction  and 
character  of  the  action  which  the  Social  Security  Board  believes  neces- 
sary, as  a  minimum,  if  the  States  and  the  Federal  Government,  work- 
ing together,  are  to  realize  the  purposes  of  the  unemployment  com- 
pensation program  outlined  in  the  Social  Security  Act.  An  additional 
fiscal  year  of  administration  and  study  of  the  social  security  program, 
moreover,  has  deepened  the  conviction  expressed  by  the  Board  in  its 
Eighth  Annual  Report  that  unemployment  is  essentially  a  national 
problem  and  can  be  dealt  with  most  effectively  and  economically 
through  a  national  system,  with  decentralized  operation.  For  reasons 
summarized  later  in  this  report,  the  Board  believes  that  one  basic 
comprehensive  system  of  social  insurance,  including  specific  measures 
to  counter  all  major  risks,  is  the  most  effective  method  of  strengthening 
the  social  security  program  in  the  United  States. 

At  present,  however,  as  in  the  weeks  following  the  attack  at  Pearl 
Harbor,  the  need  is  for  swift  mobilization  and  use  of  all  our  existing 
resources,  together  with  the  longer-range  planning  for  future  action. 
Many  of  the  proposals  made  here  can  be  effected  by  States  acting  in- 
dividually. Others  require  Federal  action  or  joint  action.  All  de- 
mand the  swift  and  unstinted  collaboration  of  the  States  and  the 
Federal  Government  if  the  purpose  of  the  program  is  to  be  served  in  the 
period  not  far  ahead  when  the  need  for  unemployment  insurance  may 
be  great. 

Although  the  States  are  primarily  responsible  for  protecting  wage 
earners  against  wage  loss  due  to  unemployment,  there  is  no  less  a 
national  interest  in  the  existence,  Nation-wide,  of  a  program  reason- 
ably adequate  to  tide  workers  over  periods  of  temporary  unemploy- 
ment. Otherwise  the  Federal  Government  as  well  as  the  States  may 
be  called  upon  to  take  measures  less  appropriate  than  unemployment 
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compensation  to  deal  with  the  consequences  of  temporary  unemploy- 
ment. It  appears  that  if  the  over-all  national  interest  is  to  be  served, 
and  workers  are  to  be  assured  adequate  protection  against  wage  loss 
resulting  from  unemployment,  through  State  laws,  it  will  be  necessary 
to  extend  the  Federal  Unemployment  Tax  Act  to  additional  categories 
of  employment  and  to  incorporate  in  that  act  additional  conditions 
to  be  met  by  State  laws  if  employers  contributing  under  those  laws  are 
to  receive  credit  against  the  Federal  tax.  Such  additional  conditions 
should  ensure  that  eligible  and  qualified  claimants  in  all  States  will 
be  entitled  to  at  least  26  weeks'  benefits  in  a  benefit  year ;  that  maximum 
weekly  benefit  amounts,  including  dependents'  allowances  if  any,  will 
be  at  least  $25;  and  that  conditions  which  justify  a  temporary  dis- 
qualification from  benefits  will  not  be  used  to  cancel  benefit  rights.  It 
is  recognized  that  provision  for  these  three  requirements,  without 
specifying  in  detail  other  elements  of  the  benefit  formula,  does  not 
preclude  other  provisions  which  might  be  used  to  restrict  payment 
of  benefits.  The  three  suggested  requirements  are  those  which  need 
primary  attention  if  unemployment  insurance  is  to  make  its  maximum 
contribution  in  the  reconversion  period.  They  are  suggested  also  on 
the  assumption  that  the  States  will  not  make  adverse  changes  in  other 
parts  of  the  program  in  meeting  these  requirements. 


Old-Age  and  Survivors  Insurance 

,  At  the  end  of  the  fiscal  year  1943-44,  about  two-thirds  of  the  total 
population  above  grade-school  age,  and  four-fifths  of  the  boys  and 
men,  held  social  security  accounts  under  the  Federal  old-age  and  sur- 
vivors insui"ance  system.  About  68  million  persons  had  earned  wage 
credits  under  the  system  at  some  time  since  its  beginning  in  1937.    Dur- 


Chart  6. — Retirement  and  survivor  beneficiaries  and  benefits  certified  under  old-age 
and  survivors  insurance,  January  1 940— June  1 944  ' 
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1  Beneficiaries  for  whom  monthly  benefits  were  certified  and  amounts  certified  during 
eacli  month. 
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ing  the  4^  years  in  which  monthly  benefits  had  been  paid,  the  bene- 
fit rolls  had  grown  to  include  nearly  a  million  persons — aged  workers 
and  their  wives  and  minor  children,  widows  and  children  of  deceased 
workers,  and  aged  parents  who  had  been  dependent  on  an  insured 
worker  who  died  without  leaving  a  widow  or  child.  Wartime  opportu- 
nities to  earn  caused  the  temporary  suspension  or  deferment  of  the 
benefits  of  127,000  persons  on  the  rolls.  Some  650,000  additional  aged 
workers  and  the  wives  of  many  of  them,  and  doubtless  also  many 
widows  and  children  of  deceased  workers,  had  not  claimed  benefits 
for  which  they  were  eligible,  presumably  because  they  could  get  or 
continue  covered  employment.  In  less  than  5  years  since  the  1939 
amendments  to  the  Social  Security  Act  established  this  system  in  its 
present  form,  old-age  and  survivors  insurance  has  become  a  reality 
toward  which  a  majority  of  families  in  the  United  States  look  for  ac- 
tual or  potential  income  in  the  event  of  the  death  of  the  family  wage 
earner,  or  for  an  assured  monthly  income  in  old  age. 

During  the  sweeping  wartime  changes  in  the  composition  of  the 
labor  force  and  the  great  geographic  and  industrial  shifts  of  the  em- 
ployed population,  the  existence  of  a  single  system  applicable  through- 
out the  United  States  and  to  so  large  a  part  of  all  gainful  work  has 
been  of  incalculable  importance  in  affording  continuous  protection  to 
workers  and  their  families.  In  these  years  a  man  may  have  shifted 
from  a  job  at  a  soda  fountain  in  New  York  to  an  airplane  assembly 
line  in  Michigan  or  a  crane  in  an  Oregon  shipyard.  Wherever  he  has 
gone,  his  earnings  in  covered  jobs  have  been  reported  to  the  Board 
under  the  account  number  he  holds  throughout  his  life.  In  all  parts 
of  the  country  are  field  offices  of  the  Board  to  which  he  can  turn  if 
he  wants  to  know  more  about  his  rights  and  responsibilities  under  the 
system  or  to  question  any  administrative  action  which  affects  him.. 
This  form  of  organization  has  made  it  possible  for  the  Board  to 
realize  the  economies  of  large-scale  centralized  operations,  so  that 
the  average  cost  of  keeping  wage  records  in  1943-44  was  only  17 
cents  per  year  for  each  account,  and  at  the  same  time  to  render  services 
to  employers,  covered  workers,  and  claimants  on  a  localized  and  indi- 
vidualized basis. 

Coverage 

The  record  level  of  wartime  employment  and  earnings  has  resulted 
in  a  large  increase  in  the  number  of  persons  who  have  earned  credits 
toward  benefits,  and  for  many  will  increase  the  amounts  of  the  bene- 
fits for  which  they  or  their  survivors  will  eventually  qualify.  In 
the  calendar  year  1943,  it  is  estimated,  some  48  million  persons  earned 
wage  credits  under  the  system,  as  compared  with  less  than  33  million 
in  1937,  the  first  year  for  which  such  credits  accrued.  Taxable  wages 
in  1943  reached  the  record  level  of  nearly  $63  billion,  averaging 
$1,310  per  covered  worker  according  to  preliminary  estimates;  in 
1937  the  average  was  $900.  From  one-fourth  to  one-third  of  all 
wages  and  salaries  in  the  United  States,  however,  and  somewhat 
higher  proportions  of  all  employment,  have  been  in  jobs  excluded 
from  old-age  and  survivors  insurance ;  in  1943  the  proportion  excluded 
was  higher  than  in  earlier  years  because  militarj^  and  other  Govern- 
ment service,  which  is  not  covered,  accounted  for  so  large  a  part  of 
total  wages  and  salaries.  At  the  time  of  the  1940  census,  probably 
about  half  of  all  gainfully  occupied  persons,  including  farm  owners 
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and  other  self-employed  persons,  "svere  in  work  which  does  not  carry 
credits  toward  old-age  and  survivors  insurance. 

This  limitation  of  coverage  is  the  most  serious  shortcoming  of 
the  basic  Federal  system.  Large  groups  of  the  population  who  de- 
pend on  earnings  throughout  their  lives  have  no  opportunity  to  earn 
credits  toward  retirement  or  protection  of  their  survivors  under  this 
or  any  other  public  system.  This  lack  is  especially  great  among  three 
groups  for  which  earnings  are  ordinarily  low — agricultural  workers, 
clomestic  workers  in  private  homes,  and  self-employed  persons.  To- 
gether, these  groups  comprised  some  14  million  persons  at  the  time 
of  the  1940  census.  Public  employees  and  employees  of  nonprofit 
organizations — hospitals,  colleges,  churches,  private  social  agencies, 
and  the  like — characteristically  lack  survivor  protection,  and  often 
lack  provision  for  retirement,  under  any  organized  plan.  On  the 
basis  of  the  1940  census  it  is  estimated  that,  under  peacetime  condi- 
tions, public  agencies  and  nonprofit  organizations  and  institutions 
employ  about  5  million  persons. 

The  effect  of  the  limitation  of  coverage  is  even  greater  than  that 
suggested  by  the  size  of  the  groups  excluded  at  a  given  time,  such 
as  the  week  in  which  a  census  is  taken.  During  a  year  or  over  longer 
periods,  many  people  shift  between  jobs  in  industry  and  commerce 
and  work  not  covered  by  the  Federal  system.  These  shifts  result 
almost  inevitably  in  reducing  the  amount  of  the  benefit  for  which  an 
individual  could  qualify  under  the  Federal  system  if  all  his  employ- 
ment had  been  covered  by  that  system,  and  it  may  result  in  his  in- 
ability to  acquire  or  keep  insured  status.  If  his  other  work  is  in  a 
job  covered  by  some  special  system,  such  as  a  retirement  plan  for 
teachers  or  civil-service  employees,  division  of  coverage  ninj  work 
out  in  such  a  way  that  he  can  get  only  a  minimum  monthly  benefit 
under  one  or  the  other,  or  cannot  qualify  under  either  though  he 
may  have  contributed  to  both. 

At  the  beginning  of  1944,  it  is  estimated,  only  about  half  the  workers 
for  whom  wage  credits  had  been  entered  at  some  time  during  the 
preceding  6  years  had  acquired  currently  or  fully  insured  status. 
Of  the  remainder,  some  had  died  before  becoming  insured  and  others 
had  left  the  labor  force  after  only  brief  covered  employment.  These 
latter  included  women  who  left  at  marriage,  many  of  whom  will  have 
rights  to  old-age  or  survivor  benefits  on  the  basis  of  the  husband's  wage 
record.  Some  persons  had  been  in  covered  employment  in  only  the 
last  year.  Still  others  worked  only  intermittently,  such  as  housewives 
who  take  holiday  jobs  in  stores  or  work  in  a  cannery  for  a  short  time  in 
the  summer.  A  large  proportion  of  the  total,  however,  represents 
persons  who  do  rely  on  their  labor  for  their  living  but  failed,  because 
of  the  restriction  of  coverage,  to  have  sufficient  continuity  of  covered 
employment  to  gain  insured  status.  Among  these,  for  example,  are 
many  self-employed  persons — farmei"s  in  particular — and  agricul- 
tural workers,  domestic  workers,  and  others  who  hold  covered  jobs 
from  time  to  time  but  fail  to  gain  insurance  protection. 

Wartime  shifts  in  employment  have  greatly  increased  the  actual  or 
potential  injustice  to  workers  whose  jobs  have  been  partly  within  and 
j^artly  outside  the  coverage  of  old-age  and  survivors  insurance.  Many 
workers  previously  covered  in  industry  and  commerce  have  gone  into 
Federal  service  in  arsenals,  navy  yards,  and  offices,  and  are  losing 
previousl}'  acquired  insured  status  without  gaining  alternative  rights. 
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Others  who  left  farms  and  kitchens  to  take  jobs  in  factories,  offices, 
and  stores  have  had  their  first  chance  to  contribute  to  old-age  and 
survivors  insurance  and  have  gained  some  current  protection  for  their 
survivors  and  some  credits  toward  retirement  benefits.  At  the  end  of 
the  war,  however,  many  of  these  will  return  to  their  former  work;  un- 
less coverage  is  extended  to  those  jobs,  they  will  lose  whatever  insurance 
protection  they  have  built  up.  Since  military  service  is  not  covered, 
millions  of  persons  in  the  armed  forces  are  failing  to  receive  the  wage 
credits  which,  except  for  the  war,  they  would  have  accumulated  toward 
insuring  their  families  and  themselves.  Veterans'  benefits,  of  course, 
recognize  the  Nation's  responsibility  for  the  families  of  men  and 
women  who  die  or  are  disabled  from  service-connected  causes,  but 
these  provisions  do  not  cover  the  needs  of  the  great  majority  who  will 
live  out  their  lives  in  peacetime  occupations. 

The  restriction  of  the  coverage  of  the  basic  Federal  system  not  only 
results  in  injustice  to  persons  whose  work  is  wholly  or  partly  excluded 
but  also  unduly  complicates  the  determination  of  coverage  in  border- 
line occupations.  For  example,  considerable  difficulty  has  been  ex- 
perienced in  determining  whether  the  services  of  thousands  of  workers 
engaged  in  processing  and  packaging  operations  in  fruit  and  vege- 
table-packing plants  are  "incident  to  the  preparation  of  [the  com- 
modity] for  market"  and  therefore  excluded  from  coverage  as 
"agricultural  labor."  Difficulties  also  arise  in  drawing  the  line  be- 
tween employees  and  independent  contractors,  especially  in  the  case  of 
persons  selling  insurance,  newspapers,  magazine  subscriptions,  and  the 
like,  on  a  commission  basis.  Criteria  for  determining  whether  an  or- 
ganization is  "organized  and  operated  exclusively  for  religious,  char- 
itable, scientific,  literary,  or  educational  purposes"  are  often  difficult 
to  formulate  and  apply.  A  general  extension  of  the  coverage  of  the 
old-age  and  survivors  insurance  program  would  minimize,  if  not  en- 
tirely obviate,  the  difficulties  and  costs  of  making  coverage  decisions 
in  these  and  numerous  other  situations.  The  persons  whose  usual  work 
is  excluded  from  the  system  are  in  as  great  need  of  the  protection  of 
old-age  and  survivors  insurance  as  those  whose  usual  jobs  are  covered; 
for  some  noncovered  groups  the  need  is  even  greater.  During  the  past 
year  an  increasing  number  of  individuals  and  representatives  of  the 
excluded  groups  have  written  to  the  Board  to  urge  that  coverage  of 
old-age  and  survivors  insurance  be  extended  to  them. 

Difficult  as  it  is  to  develop  precise  interpretative  criteria,  the  prob- 
lem has  been  considerably  complicated  by  the  fact  that  the  identical 
benefit  and  tax  provisions  of  the  program  are  administered  by  the 
Board  and  the  Bureau  of  Internal  Eevenue,  respectively.  Although 
considerable  efforts  have  been  made  to  achieve  coordination  of  inter- 
pretation of  both  agencies,  certain  differences  have  persisted.  Al- 
though on  occasion  the  advice  of  the  Attorney  General  has  been 
solicited  to  resolve  conflicting  interpretations,  the  problem  is  in  large 
measure  still  unsolved. 

There  would  be  no  undue  administrative  difficulty  in  covering  any 
of  the  excluded  groups ;  simplified  methods  of  reporting  and  recording 
wages  have  been  worked  out  for  employers  such  as  farmers  and  house- 
wives and  for  the  self-employed.  A  stamp-book  system  could  be  used 
by  employers  who  do  not  customarily  keep  wage  records  or  make  wage 
reports;  stamps  purchased  at  post  offices  or  from  rural  mail  carriers 
could  evidence  the  amounts  thus  paid  by  the  employer  and  the  worker. 
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Use  of  a  stamp  system  was  authorized  by  Congress  when  the  insurance 
provisions  were  enacted  in  1935.  Reporting  for  self-employed  persons 
who  make  income-tax  returns  could  be  based  on  those  returns;  for 
others,  on  sworn  statements  of  net  earnings  or  the  amount  they  would 
haA'e  had  to  pay  someone  else  to  do  their  work. 

Immediate  action  is  needed  to  maintain  the  protection  first  gained 
by  many  in  (he  war  years,  to  protect  the  insurance  rights  of  members 
of  the  armed  forces  and  of  civilians  who  have  been  in  Federal  wartime 
service,  and  to  extend  the  program  to  the  large  proportion  of  the  labor 
force  who  still  have  no  effective  opportunity  to  earn  its  protection. 
The  Social  Security  Board  urges  the  recommendation  it  has  made  on 
previous  occasions  that  old-age  and  survivors  insurance  be  extended  to 
cover  all  gainful  occupations. 

In  extending  the  basic  Federal  system,  it  is  important  that  newly 
covered  groups  should  not  lose  rights  they  have  acquired  under  other 
public  provision  for  retirement  or  for  survivors.  Coordination  of 
preexisting  retirement  plans  of  private  employers  with  the  program 
under  the  Social  Securitj^  Act  has  been  effected  very  successfully,  with 
increase  in  the  total  benefits  payable  to  many  workers.  There  is  every 
reason  to  anticipate  similar  success  in  coordinating  provisions  of  the 
special  public  systems  for  civil-service  employees,  teachers,  and  others, 
with  old-age  and  survivors  insurance — strengthening  and  broadening 
the  insurance  protection  of  persons  already  included  in  such  systems 
and  providing  for  persons  in  these  and  other  groups  who  now  lack 
coA^erage  under  any  plan. 

Extension  of  coverage  is  the  most  urgent  single  need  in  old-age  and 
survivors  insurance,  both  because  of  the  long-term  problems  and  factors 
which  have  become  evident  in  the  operation  of  the  system  and  because 
of  the  particular  situations  caused  by  the  war.  Experience  has  also 
indicated  need  for  other  modifications  to  strengthen  the  system,  to 
make  benefits  more  nearly  adequate,  to  rectify  anomalies  and  inequities 
which  affect  certain  groups,  and  to  improve  provisions  Avhich  have 
been  found  cumbersome  or  ineffective  in  administration.  The  follow- 
ing paragraphs  indicate  the  more  important  of  these  needed  changes. 

Adequacy  of  Benefits 

Benefits  under  old-age  and  survivors  insurance  are  intended  to  rep- 
resent a  basic  protection.  A  considerable  proportion  of  the  beneficiaries 
have  additional  resources,  such  as  owned  homes  or  other  savings,  com- 
mercial insurance,  or  pensions  under  employer  plans.  Surveys  of 
families  to  which  benefits  are  being  paid  show,  however,  that  many 
have  no  resources  except  their  benefits.  Man}-  reported  that  they  were 
rapidly  using  up  any  other  resources  they  had  and  did  not  know  how 
they  would  get  along  when  those  were  exhausted. 

Extension  of  coverage  so  that  all  earnings  could  be  counted  in  com- 
puting benefits  would  improve  benefit  levels  for  many  workei's.  The 
Board  believes,  however,  that  experience  in  these  first  years  of  benefit 
paj^ments  has  shown  that  further  modifications  are  needed  to  improve 
the  general  adequacy  of  benefits.  Such  an  improvement  might  be 
made  by  changes  in  tlie  benefit  formula  or  in  the  method  of  computing 
the  average  monthly  wage,  or  in  both.  At  present  tlie  "average  wage 
on  which  benefits  are  based  is  lowered  not  only  by  i)eriods  in  which  a 
worker  was  in  noncovered  em])loyment  but  also  by  those  in  which  he 
was  unable  to  earn  because  of  sickness,  continuing  disability,  or  unem- 
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ployment.  Extension  of  coverage  and  determination  of  the  average 
monthly  wage  on  a  basis  that  would  exclude  periods  with  little  or  no 
earnings  from  the  computation  could  bring  the  benefit  amount  into  a 
more  reasonable  relationship  with  the  actual  level  of  his  past  earnings 
when  employed  and,  consequently,  the  income  loss  at  his  retirement  or 
death.  In  addition,  the  benefit  formula  should  be  revised  so  as  to  assure 
higher  benefits  for  low-paid  workers. 

Undue  hardship  results  from  the  requirement  of  the  Social  Security 
Act  that  benefits  must  be  withheld  for  any  month  in  which  a  beneficiary 
earns  $15  or  more  in  a  covered  job.  When  the  Social  Security  Act 
became  law,  unemployment  was  widespread  and  it  was  thought  that  a 
requirement  of  this  type  would  help  to  free  jobs  for  workers  who  needed 
them  more.  Since  insurance  benefits  represent  only  a  basic  amount, 
however,  beneficiaries  prefer  jobs  to  benefits  if  they  can  get  regular  or 
substantial  employment.  There  are,  however,  many  potential  bene- 
ficiaries who  would  like  to  give  up  full-time  jobs  if  they  could  earn 
enough  so  that,  with  their  benefits,  they  could  "get  along."  Many, 
also,  are  not  able  to  do  or  get  more  than  casual  or  occasional  work,  but 
are  placed  in  the  dilemma  of  sacrificing  either  inadequate  benefits  or 
inadequate  earnings.  A  more  liberal  "work  clause"  would  remove  this 
dilemma. 

Since  wives  ordinarily  are  younger  than  their  husbands,  a  worker 
who  retires  at  or  soon  after  age  65  more  often  than  not  finds  that  his 
wife,  because  she  has  not  yet  reached  that  age,  cannot  draw  the  wife's 
benefit  for  which  she  would  otherwise  be  eligible.  It  seems  clear  also 
that  women  have  greater  difficulty  than  men  in  getting  or  keeping 
jobs  when  they  are  in  their  sixties.  The  Board  therefore  recommends 
that  the  minimum  age  be  reduced  from  65  to  60  years  for  women  who 
otherwise  qualify  for  primary,  wife's,  widow's,  or  parent's  benefits; 

For  receipt  of  a  child's  benefit,  the  act  requires  that  a  child  aged 
16  or  17  attend  school  regularly  if  it  is  feasible  for  him  to  do  so ;  school 
attendance  is  not  required  for  younger  children.  Experience  has 
shown  that  school  attendance  is  not  feasible  for  most  of  the  older  child 
beneficiaries  who  are  not  regularly  in  school,  and  administration  of 
this  provision  is  difficult  and  costly.  The  Board  recommends  that 
the  requirement  be  eliminated  for  children  aged  16  and  17. 

Before  the  war,  it  was  often  to  the  interest  of  a  worker  whose  earn- 
ing capacity  was  declining  to  file  his  claim  when  he  reached  age  65  and 
thus  "freeze"  the  benefit  amount,  even  though  actual  receipt  of  benefits 
was  postponed  until  some  later  time  when  he  stopped  work ;  inclusion 
of  his  later  declining  earnings  would  decrease  his  average  wage  on 
which  benefits  are  based.  During  the  war  many  aged  beneficiaries 
have  had  a  chance  to  earn  additional  taxable  wages,  foregoing  their 
benefits  in  the  meantime,  and  many  have  asked  why  those  wages  can- 
not be  counted  to  increase  their  benefit  amounts  when  they  stop  work. 
The  Board  believes  that  their  contention  is  just  and  has  developed 
procedures  for  recomputing  benefits.  This  change  will  permit  work- 
ers to  have  all  their  taxed  wages  considered  in  calculating  their  ben- 
efits when  they  stop  work,  whether  or  not  they  have  previously  filed  a 
claim  for  benefits. 

Wliile  recalculation  of  benefits  to  take  account  of  wages  earned  after 
entitlement  will  help  many  beneficiaries  who  have  gone  back  to  jobs 
during  the  war,  there  are  others  whose  benefits  would  have  been 
greater  had  they  filed  their  claims  at  an  earlier  date.    The  law  requires 
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the  calculation  of  the  benefit  amount  as  of  the  time  the  application  is 
filed,  even  thouo:h  the  individual  could  have  been  entitled  to  benefits 
earlier  had  he  filed  a  claim.  The  Board  believes  the  act  should  be 
amended  to  permit  computation  of  a  monthly  benefit  as  of  the  first  date 
on  which  a  worker  is  fully  insured  and  aged  65  or  over,  or  as  of  Janu- 
ary 1  of  any  subsequent  year,  whichever  would  result  in  the  highest 
benefit  amount.  This  change  would  relieve  the  worker  of  the  need  to 
guess  the  amounts  of  his  future  earnings,  and  consequently  the  most 
advantageous  tim^  for  filing  a  claim  to  "freeze"  his  benefit  amount, 
and  would  in  fact  eliminate  such  advance  filing  of  claims. 

Retirement  for  Disability 

Many  wage  earners  cannot  keep  on  working  until  they  reach  their 
sixties.  In  its  economic  effect,  permanent  disability  is  like  old  age, 
except  that  the  result  may  be  even  more  severe.  When  a  worker  be- 
comes incapacitated  at  an  earlier  age,  his  family  obligations  are  likely 
to  be  greater  and  he  has  had  less  opportunity  to  accumulate  savings. 
The  framework  and  organization  of  the  Federal  old-age  and  survivors 
insurance  system  are  admirably  suited  to  the  payment  of  cash  benefits 
to  replace  part  of  the  wage  loss  of  workers  who  are  totally  and  per- 
manently disabled.  For  the  reasons  summarized  later  in  this  report, 
the  Board  recommends  that  the  program  be  broadened  to  constitute 
an  old-age,  survivors,  and  disability  insurance  system. 

Contributions 

Under  the  Revenue  Act  of  1943  (Public  Law  No.  235,  78th  Cong.), 
which  continued  earlier  postponements  of  the  scheduled  rise  in  con- 
tribution rates,  employers  and  workers  will  contribute  1  percent  of 
taxable  wages  until  January  1945,  when  the  rate  is  scheduled  to  rise  to 
2  percent  each.  Despite  the  lack  of  increase  in  the  rate,  assets  of  the 
fund  have  continued  to  rise  rapidly.  The  increase  which  was  to  have 
been  expected  in  any  circumstances  at  this  stage  in  the  development 
of  the  system  was  accentuated  by  the  record  volume  of  contributions 
and  by  the  failure,  also  due  to  wartime  factors,  of  many  eligible  per- 
sons to  claim  benefits  to  which  they  could  have  been  entitled.  Much 
of  this  accentuated  increase  in  the  fund  is,  however,  more  apparent 
than  real.  The  rise  in  contributions  also  reflects  a  rise  in  added 
obligation,  much  of  which  will  not  accrue  for  many  years  until  the 
individuals  concerned  qualify  for  payments. 

Benefit  costs,  moreover,  will  continue  to  rise  for  many  decades 
after  the  program's  inception.  At  present  only  a  comparatively 
small  proportion  of  the  population  over  age  65  can  qualify  for  insur- 
ance benefits,  since  most  persons  now  over  65  had  passed  working 
age  when  the  program  became  effective.  A  generation  from  now,  on 
the  other  hand,  a  substantial  proportion  of  aged  persons  will  have 
benefit  rights,  since  they  are  those  who  today  are  building  up  benefit 
rights  through  their  present  wage  credits.  Moreover,  it  is  expected 
that  by  the  end  of  the  century  the  number  of  persons  over  65  in  the 
United  States  will  be  more  than  double  the  number  toda)\  The 
number  of  survivor  beneficiaries  will  also  increase  for  some  years, 
since  names  are  being  added  to  the  benefit  rolls  more  rapidly  than  they 
are  removed  because  of  death  or  for  other  reasons.  Average  benefits 
of  all  types  will  also  increase  with  time. 

The  Social  Security  Board  advised  against  the  postponement  of 
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the  scheduled  increases  in  the  contribution  rate  for  old-age  and  sur- 
vivors insurance  and  believes  that  the  scheduled  increase  for  1945 
should  go  into  effect  in  accordance  with  existing  law. 

The  Revenue  Act  of  1943  also  authorized  appropriation  to  the  old- 
age  and  survivors  insurance  trust  fund  of  such  amounts  from  general 
revenues,  in  addition  to  contributions,  as  may  be  required  to  finance 
benefits  under  the  system.  The  Board  believes  that  a  Government 
contribution  toward  financing  social  insurance  is  sound  in  principle  if 
the  system  is  substantially  national  in  coverage  so  that  general  tax 
funds,  paid  by  many  persons,  are  used  also  for  the  benefit  of  the 
many. 

Disability  Insurance 

The  burden  of  substandard  health  in  the  United  States  is  drama- 
tized by  the  finding  that  about  2  out  of  5  of  the  men  called  up  have 
been  found  physically  or  mentally  unfit  for  military  service  at  the 
Selective  Service  examination,  and  many  others  have  been  discharged 
for  medical  reasons  while  in  training.  On  the  basis  of  examinations 
made  through  May  1944,  the  Director  of  the  System  reports  that  "of  the 
men  between  18  and  37,  more  than  5  million  are  not  physically  fit  to 
assume  their  responsibilities  as  citizens  in  war."  The  great  majority 
of  these,  moreover,  are  "not  only  unfit  for  military  service  but  because 
of  their  defects  less  useful  to  the  community  in  any  other  capacity." 

These  figures,  of  course,  relate  only  to  men,  and  to  men  in  the  prime 
of  life.  In  the  whole  population  a  far  larger  number  of  persons  are 
handicapped  by  substandard  physical  or  mental  health.  Rates  of 
sickness  and  disability  are  higher  among  women  than  among  men,  and 
are  much  higher  among  persons  aged  40  and  over  than  in  the  age 
groups  called  for  military  service.  Costs  and  losses  from  temporary 
or  permanent  disability  are  heavy,  often  intolerable,  drains  on  family 
income.  They  likewise  constitute  needlessly  heavy  burdens  on  public 
resources  in  the  form  of  wasted  expenditures  for  education,  costs  of 
dependency  and  delinquency,  and  direct  public  expenditures  for  medi- 
cal care.  Industry  pays  its  share  of  the  price  in  terms  of  absenteeism 
and  lowered  efficiency  of  persons  who  are  on  the  job  but  working  at 
less  than  their  potential  capacity. 

The  Social  Security  Board  continues  to  be  of  the  opinion  which  it 
has  expressed  on.  earlier  occasions  that  lack  of  social  insurance  to 
meet  the  economic  risks  of  sickness  and  disability  is  the  most  serious 
gap  in  organized  provisions  for  social  security  in  the  United  States. 
These  risks  have  two  major  aspects — the  loss  of  earnings  by  workers 
who  are  sick  or  become  permanently  disabled,  and  the  barrier  of  cost 
which  deters  or  prevents  families  at  nearly  all  income  levels  from 
obtaining  needed  medical  care.  Cash  disability  benefits  to  offset'  wage 
loss  are  discussed  in  this  section ;  ways  to  enable  families  to  pay  for 
medical  care,  in  the  pages  following. 

Volume  of  Disability 

On  an  average  day,  at  least  7  million  persons  in  the  United  States 
are  so  disabled  by  sickness  or  injury  that  they  cannot  go  about  their 
ordinary  business — school,  work  at  home  or  on  the  job,  or  whatever 
it  would  normally  be.  Nearly  half  of  these  would  be  in  paid  jobs,  or 
looking  for  such  jobs,  except  for  their  incapacity.     The  other  half  in- 
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eludes  children,  students,  housewives,  old  people,  and  others  who  are 
not  in  the  labor  force. 

Of  the  7  million  disabled  on  the  average  day,  about  half  have  been 
incapacitated  for  less  than  6  months ;  the  remainder,  for  6  months  or 
more.  For  social  insurance  purposes,  total  disability  is  ordinarily 
rated  as  "permanent"  when  it  has  continued  for  more  than  6  months ; 
shorter  periods  are  considered  temporary.  On  an  average  day,  the 
whole  group  of  persons  incapacitated  from  following  their  normal 
pursuits  is  about  the  size  of  the  entire  population  of  New  York  City ; 
those  who  have  been  disabled  for  6  months  or  more  are  a  group  about 
as  large  as  the  population  of  Chicago.  Over  the  course  of  a  year, 
about  one  in  every  three  or  four  wage  earners  in  the  United  States 
is  incapacitated  by  temporary  sickness  or  disability ;  in  years  of  epi- 
demics the  rate  is  even  higher.  As  Selective  Service  examinations 
and  many  special  surveys  have  shown,  additional  millions  of  persons 
who  are  up  and  about  are  suffering  from  physical  and  mental  condi- 
tions which  limit  their  ability  to  do  their  full  share  at  home,  at  work, 
and  in  the  life  of  their  community  and  the  Nation. 

Wage  Loss  From  Disability 

Disability  usually  throws  a  double  burden  on  family  resources. 
Apart  from  the  unexpected  and  largely  uncontrollable  expenses  which 
sickness  brings,  disability  of  the  breadwinner  almost  always  cuts  down 
or  stops  family  income.  Loss  of  earnings  from  temporary  and  per- 
manent disability  runs  to  some  $3-$4  billion  in  ordinary  years  in  the 
United  States ;  loss  of  working  time,  to  perhaps  some  1.5-3.3  million 
man-years.  In  its  effect  on  family  security,  permanent  disability  is 
like  old  age,  except  that  it  involves  additional  medical  costs  and  often 
comes  unexpectedly,  at  a  time  when  a  worker's  family  responsibilities 
are  greatest  and  when  he  has  had  little  opportunity  to  accumulate 
savings.  Loss  of  earnings  during  temporary  disability  is  likely  to 
cause  greater  hardship  than  losses  during  unemployment,  because  of 
the  additional  expenses  which  sickness  commonly  brings. 

Existing  Insurance  Provisions 

Few  American  workers  have  or  can  get  insurance  against  permanent 
loss  of  their  capacity  to  earn,  except  for  work-connected  injuries  or 
disease  covered  by  workmen's  compensation  laws.  These  causes  ac- 
count for  less  than  one- tenth  (perhaps  nearer  one-twentieth)  of  all 
disabling  illnesses  among  persons  in  the  labor  force.  Our  country 
stands  almost  alone  among  the  great  nations  of  the  world  in  failing 
to  protect  the  great  majority  of  wage  earners  against  incapacity  of 
nonoccupational  origin.  Thirty-one  countries  have  compulsory  social 
insurance  for  wage  earners  against  permanent  disability ;  the  United 
States  is  the  only  Nation  which  insures  workers  against  old  age  with- 
out also  insuring  them  against  permanent  or  chronic  disability. 
Thirty-two  countries  have  insurance  against  wage  loss  in  temporary 
disability,  and  the  United  States  is  one  of  only  three  which  insure 
temporary  loss  of  earnings  from  unemployment  without  also  insuring 
the  loss  from  temporary  sickness. 

Limited  protection  against  total  and  permanent  disability  is  made 
for  workers  covered  by  the  Railroad  Retirement  Act,  by  retirement 
systems  for  Federal  employees,  and  certain  other  public  or  private 
retirement   plans.     One    State — Rhode   Island — provides   cash   dis- 
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ability  benefits  during  temporary  sickness  for  industrial  and  com- 
mercial workers  covered  by  the  State  unemployment  compensation 
law.  Veterans  of  the  armed  forces  receive  benefits  during  total  tem- 
porary disability  for  a  period  following  their  discharge.  They  also 
receive  benefits  for  total  or  partial  permanent  disability  when  dis- 
ability is  service-connected,  and  in  certain  circumstances  have  this 
protection  against  non-service-connected  disability.  Voluntary  in- 
surance against  permanent  disability  is  very  expensive  on  an  individ- 
ual basis,  since  the  persons  most  likely  to  buy  it  are  those  who  have 
reason  to  believe  themselves  poor  risks;  most  commercial  insurance 
companies  have  ceased  to  write  policies  of  tliis  type.  Commercial  in- 
surance against  loss  of  earnings  during  temporary  disability  has  been 
increasing  in  recent  years  but  is  unlikely  to  help  those  most  in  need  of 
such  protection.  The  costs  of  such  insurance  are  high  for  the  protec- 
tion it  offers,  and  relatively  few  workers  can  and  will  purchase  it. 

Averaging  Wage  Losses  From  Disability 

Costs  of  disability  benefits  represent  a  redistribution  of  existing 
financial  burdens  so  that  workers  themselves,  or  workers  and  their 
employers,  and  government,  can  meet  risks  which  now  bear  heavily 
on  private  and  public  resources.  The  vast  total  wage  loss  from 
disability  in  any  given  year  falls  on  only  a  small  minority  of  all 
workers'  families,  though  all  are  subject  to  risk  of  loss.  In  a  given 
year  a  relatively  small  group  of  families  suffer  the  catastrophe  of 
prolonged  or  permanent  disabling  illness,  and  their  misfortunes  cause 
heavy  drains  on  public  funds;  a  larger  group  suffer  serious  losses 
but  are  not  reduced  to  dependency.  Disability  insurance,  like  life 
insurance  or  fire  insurance,  is  a  way  of  distributing  the  losses  of  the 
relatively  few  over  the  many  who  are  subject  to  the  risk,  and  of  spread- 
ing the  cost  to  the  individual  over  a  period  of  time.  It  thus  reduces 
the  individual's  share  to  an  amount  he  can  carry,  while  giving  every 
individual  the  desired  protection. 

The  field  organization,  wage  records,  administrative  experience, 
and  other  characteristics  of  the  Federal  old-age  and  sui*vivors  insur- 
ance system  provide  a  ready  framework  for  administering  benefits 
for  permanent  total  disability.  Cash  benefits  would  be  provided  for 
the  wage  earner  whose  permanent  disability  forces  him  to  retire 
prematurely,  and  for  his  dependents,  just  as  benefits  are  already  being 
paid  to  retired  wage  earners  who'have  reached  the  age  of  65.  The 
cost  of  permanent  disability  benefits  would  be  relatively  small  at  the 
beginning,  as  under  all  long-term  insurance  programs,  and  would 
rise  as  additional  beneficiaries  were  added  to  the  rolls.  Costs  would 
vary  according  to  the  scale  of  benefits  established  and  other  benefit 
conditions;  with  reasonably  adequate  provisions,  the  cost  might  be 
expected  to  level  out  at  about  1  or  2  percent  of  covered  pay  rolls 
after  provisions  had  been  in  effect  for  15  or  20  years.  Much  of  this 
cost  would  represent  a  transfer  to  contributory  financing  of  costs  now 
met  from  public  funds  in  the  form  of  relief  or  institutional  care. 

Substantial  provision  against  wage  loss  from  temporary  disability 
and  the  early  period  of  a  disability  which  might  later  prove  perma- 
nent could  be  made  by  setting  aside  an  amount  equivalent  to  about 
1  percent  of  covered  pay  rolls.  Obviously,  provisions  for  the  two 
types  of  benefits  should  be  coordinated  if  there  are  separate  systems 
for  temporary  and  for  permanent  disability  insurance.    Coordination 
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is  essential  to  prevent  overlapping  or  gaps  for  workers  whose  inca- 
pacity continues,  and  to  ensure  that  benefit  amounts  will  represent  an 
appropriate  proportion  of  wage  loss  during  the  initial  weeks  or 
months  of  disabilit}'^  and  a  somewhat  lower  proportion  over  prolonged 
periods,  when  the  family  presumably  can  make  some  adjustment  to 
the  loss  of  earnings.  As  against  separate  systems,  however,  there 
would  be  many  obvious  advantages  in  unifying  administration  of 
both  types  of  disability  benefits,  and  such  a  plan  deserves  careful 
consideration. 

The  Social  Security  Board  believes  that  social  insurance  against 
permanent  and  temporary  disability  is  needed  in  the  United  States 
and  is  feasible  at  this  time  from  the  standpoint  of  both  administra- 
tion and  costs.  The  economic  impact  of  permanent  disability  is  so 
severe  for  the  families  concerned  and  so  costly  to  the  public  that  the 
Board  believes  it  important  to  establish  permanent  disability  insur- 
ance if  provision  of  both  types  of  disability  benefits  cannot  be 
undertaken  immediately. 

Medical  Care  Insurance . 

Health  among  a  people  depends  on  many  factors  other  than  medi- 
cal care — among  them,  the  amount  and  distribution  of  national  in- 
come, the  level  of  education  and  of  sanitary  safeguards,  and  climate 
and  other  environmental  factors.  Because  the  United  States  is  the 
richest  of  the  nations  and  is  known  throughout  the  world  for  its 
natural  advantages  and  its  progress  in  education,  sanitary  controls, 
and  scientific  achievement,  it  is  often  declared  that  Americans,  as  a 
people,  stand  first  in  health.  It  is  argued  that  our  present  arrange- 
ments for  making  medical  services  available  to  individuals  are  fully 
justified  by  our  health  record. 

Security  of  Life 

Available  statistics  do  not  bear  out  the  claim  that  the  United  States 
is  the  healthiest  nation.  Probably  the  best  single  basis  for  interna- 
tional comparison  is  the  death  rate  among  babies  in  their  first  year  of 
life.  In  the  years  preceding  the  war  in  Europe,  according  to  statistics 
of  the  League  of  Nations,  7  countries  had  lower  infant  mortality  rates 
than  the  United  States.  From  7  .to  11  countries — the  number  dif- 
fering for  various  age  groups — had  lower  death  rates  among  children 
and  adolescents,  and  20  or  more  countries  had  lower  rates  among  per- 
sons aged  35-64.^  Death  rates  among  the  Negro  population  in  the 
United  States  are  typically  higher  than  those  of  white  persons.  Even 
if  international  comparison  is  restricted  to  the  white  population,  how- 
ever, our  death  rate  is  by  no  means  the  lowest.  In  the  expectation 
of  life  for  white  boys  at  birth,  the  United  States  ranked  fifth  among 
the  pre-war  nations;  for  white  men  at  age  20,  it  ranked  ninth;  at  age 
40,  twelfth ;  and  at  age  60,  thirteenth. 

Despite  past  progress  in  preventing  sickness  and  prolonging  life, 
the  United  States  has  not  yet  achieved  for  all  its  people — and  in 
particular  for  those  in  the  working  ages — the  level  of  security  of  life 


'  From  tiiblcs  in  f^tatistical  Year  Book  of  the  Leapur  of  Nation/i.  191,1/^2,  pp.  40—41, 
62-67  :  and  League  of  Nations,  Annual  Epidemiolof/icul  Report  for  the  Year  1938, 
pp.  65-67. 


SOCIAL  SECURITY  BOARD,   NINTH  ANNUAL  REPORT  27 

which  has  been  attained  in  some  other  nations  with  much  smaller  eco- 
nomic resources. 

Progress  in  Public  Health 

Much  of  the  spectacular  progress  in  lowering  the  general  death  rate 
in  this  country  has  been  in  preventing  deaths  from  the  communicable 
diseases  of  childhood  and  from  typhoid  fever,  tuberculosis,  and  pneu- 
monia and  influenza.  Between  1900  and  1940  typhoid  fever  and 
diphtheria  were  all  but  wiped  out,  and  death  rates  for  other  communi- 
cable diseases  in  this  group  were  cut  down  by  from  60  to  90  percent. 
For  all  other  causes  of  death  taken  together,  the  decline  was  only 
16  percent.  The  decline  in  the  general  death  rate  in  recent  decades 
has  been  due  chiefly  to  the  decline  in  certain  infectious  diseases  which 
have  been  controlled  largely  through  public  measures  for  sanitation 
and  various  other  activities  of  public  health  departments. 

This  progress  is  still  spotty.  If  all  States  had  had  as  low  an  infant 
mortality  rate  as  one  State  had  in  1942,  some  35,000  babies  could  have 
been  saved.  If,  in  1941,  all  States  had  had  the  tuberculosis  rate  of 
the  lowest  State,  some  42,000  deaths  could  have  been  prevented,  mostly 
deaths  of  men  and  women  in  the  productive  ages.  This  was  about  the 
number  of  the  Nation's  war  fatalities  at  the  end  of  nearly  2i/^  years 
of  fighting. 

It  is  not  an  accident  that  deaths  which  could  have  been  prevented 
through  accepted  public  health  measures  and  sanitary  controls  are 
relatively  the  most  numerous  in  States  which  lack  adequate  facilities 
for  controlling  such  diseases  and  spend  inadequate  amounts  for  public 
health.  Hundreds  of  thousands  of  lives  could  be  saved  each  year, 
and  additional  hundreds  of  thousands  of  families  saved  needless  suf- 
fering and  expense,  if  the  time-tested  public  health  measures  now 
actually  in  effect  in  some  parts  of  the  country  were  in  full  use  every- 
where. 

Present  Burdens  of  Sickness 

A  much  larger  part  of  the  existing  burden  of  ill  health,  disability, 
and  postponable  death  now  comes  from  illnesses  which  cannot  be  pre- 
vented or  controlled  by  methods  which  automatically  protect  the 
whole  community.  Full  use  of  the  resources  of  modern  medicine  to 
reduce  suffering,  prevent  disability,  and  prolong  vigor  and  life  de- 
mands increasingly  the  services  which  doctors  must  give  patients 
individually,  one  by  one.  Such  care  also  demands  increasing  use  of 
necessarily  costly  facilities  and  techniques. 

With  progress  in  saving  lives  of  babies  and  children,  a  growing 
proportion  of  the  population  lives  to  middle  age  and  old  age,  when 
the  most  important  causes  of  disability  and  death  are  diseases  of  the 
heart  and  arteries,  cancer,  and  other  chronic  ailments.  Most  of  these 
kill  slowly,  after  a  long  period  of  illness  and  gradually  increasing 
disability.  Many  of  them  attack  in  the  years  of  life  when  responsi- 
bilities for  family  support  are  heavy.  Disability  insurance,  as  well  as 
medical  care  insurance,  would  be  of  particular  unportance  in  encour- 
aging workers  to  seek  medical  advice  at  an  early  stage,  when  adequate 
care  might  prolong  their  usefulness  and  their  lives.  They  would 
know  that,  if  the  diagnosis  was  what  they  feared,  some  support  would 
be  at  hand  for  them  and  their  families.    Most  people  will  not  go  to 
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doctors  until  they  have  to  if  they  know  that  loss  of  earnings  will 
mean  catastrophe  to  the  family  or  fear  that  they  will  not  be  able  to 
pay  for  the  care  they  need. 

General  morbidity  rates  and  death  rates  are  averages,  made  up  of 
the  experience  of  groups  who  have  been  able  to  benefit  from  all 
advances  in  scientific  knowledge  and  skill,  and  of  those  who  have  had 
scant  share  in  tliis  progress.  Sickness  comes  oftener  and  lasts  longer, 
and  death  comes  earlier,  in  the  homes  of  the  poor  than  of  the  well-to-do. 

Reasons  for  Lack  of  Care 

To  some  extent,  the  inadequacy  of  the  medical  care  received  by  the 
American  people  as  a  whole  is  due  to  the  fact  that  some  places,  espe- 
cially rural  areas,  lack  adequate  medical  and  hospital  facilities.  These 
are  areas  where  average  income  is  low.  Present  resources  for  medical 
care  are  unevenly  distributed,  because  hospitals  tend  to  cluster  in 
cities  where  large  numbers  of  persons  seek  their  services  and  financial 
resources  are  ample,  and  doctors  also  locate  in  cities  and  towns  where 
they  find  hospitals  and  laboratories  and  a  better  chance  to  earn  a 
living.  Even  when  medical  facilities  are  ample,  however,  a  consider- 
able part  of  the  capacity  of  hospitals  and  the  time  of  skilled  practi- 
tioners goes  unused  in  ordinary  years,  though  in  the  same  places  there 
are  sick  people  badly  in  need  of  services.  Ignorance  and  inertia  have 
some  part  in  the  failure  of  people  to  get  medical  services  they  need, 
especially  early  in  illness  when  services  are  most  valuable.  By  far 
the  most  important  reason,  however,  for  the  lack  of  needed  care  and 
for  the  volume  of  "charity"  required  of  doctors,  hospitals,  and  the 
public  is  the  present  method  of  paying  for  medical  care — when  sick- 
ness is  at  hand  and  family  income  is  likely  to  have  been  cut  down  or 
stopped. 

Methods  of  Paying  Medical  Costs 

In  an  ordinary  year  the  American  people  pay  about  $4  billion  for 
all  civilian  health  and  medical  services,  including  costs  of  hospital 
construction.  Of  this  total,  about  four-fifths  comes  from  private  funds 
and  one-fifth  from  public  funds.  The  total  expenditure,  govern- 
mental and  private,  for  all  health  and  medical  services  is  equivalent 
to  about  $30  a  person  a  year.  But  in  any  year  some  families  pay  little 
or  nothing  to  doctors  and  hospitals,  while  others  pay  hundreds  or 
even  thousands  of  dollars.  The  difficulty  with  medical  costs  is  that 
no  family  can  know  how  much  or  how  costly  medical  care  they  will 
need  or  can  limit  their  needs  for  care  to  what  they  can  afford.  It  costs 
could  be  averaged  for  the  types  of  medical  services  which  are  ordi- 
narily bought  individually,  most  self-supporting  families  could  pay 
for  adequate  medical  care  without  hardship. 

Tax-supported  care. — For  certain  major  forms  of  medical  care  or 
care  of  certain  groups  in  the  population,  much  or  all  of  the  cost  has 
been  "averaged"  through  payment  from  the  tax  funds  to  which  the 
whole  community  contributes,  not  merely  the  sick  person  or  his  family. 
In  1943,  for  example,  97  percent  of  all  beds  in  hospitals  for  mental 
and  nervous  diseases  were  in  publicly  owned  and  operated  hospitals, 
and  85  percent  of  all  beds  for  tuberculous  patients  were  in  tax-sup- 
ported hospitals.  These  types  of  long-continued  care  obviously  are 
too  costly  for  any  but  the  richest  families  to  bear  individually.  These 
diseases,  moreover,  have  long  been  recognized  as  endangering  public 
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health  and  safety  and  leading  to  public  costs  for  broken  and  depend- 
ent families. 

The  Federal  Government,  again  for  obvious  reasons,  has  always 
been  responsible  for  medical  care  of  the  armed  forces.  In  addition 
to  care  of  service-connected  injuries  and  illnesses,  moreover,  by  the 
end  of  the  war  some  16  million  veterans  will  be  able  to  receive  publicly 
supported  medical  care  for  non-service-connected  conditions  through 
veterans'  facilities. 

From  colonial  times,  care  of  the  sick  poor  has  been  considered  a 
public  responsibility,  though  often  provided  very  inadequately  if  at 
all.  It  is  estimated  that  total  public  expenditures  for  medical  care  of 
the  indigent  and  low  income  groups — including  expenditures  of  the 
Federal  Government,  the  States,  and  their  localities — are  at  least 
$150  million  a  year. 

Most  of  the  care  given  under  the  arrangements  outlined  above  is 
"state  medicine"  in  the  sense  that  it  is  financed  from  public  funds,  is 
given  through  publicly  owned  facilities,  and  is  given  for  the  most 
part  by  physicians  or  others  paid  directly  by  government  agencies. 
It  represents  not  only  a  method  of  financing  costs  but  also  a  way  of 
organizing  medical  and  institutional  practice.  Since  "state  medicine" 
has  ordinarily  been  used  as  a  term  of  opprobrium,  it  should  be  pointed 
out  that  some  of  these  areas  of  medical  service,  notably  care  of  mental 
illness  and  prevention  and  care  of  tuberculosis  and  other  communica- 
ble diseases,  are  those  in  which  progress  has  been  outstanding  and  for 
which  the  United  States  is  known  favorably  throughout  the  world. 

Insurance  methods. — Another  group  of  arrangements  has  been  de- 
veloped in  the  United  States  through  which  costs  of  medical  care  are 
distributed  among  employers  or  the  individuals  directly  concerned, 
or  both,  without  recourse  to  tax  funds. 

Costs  of  medical  care  for  work-connected  injuries,  and  in  some  States 
also  of  occupational  disease,  are  insured  under  State  or  Federal  work- 
men's compensation  laws ;  only  one  State  lacks  such  legislation.  These 
laws  make  costs  of  industrial  accident  and  disease  a  part  of  the  cost 
of  production. 

In  recent  years  a  large  number  of  middle-class  families  have  been 
able  to  average  some  of  their  medical  costs  through  membership  in 
voluntary  prepayment  plans.  The  membership  of  Blue  Cross  plans, 
which  cover  pertain  hospital  bills,  includes  about  15  million  persons, 
or  about  11  percent  of  the  population.  Voluntary  prepayment  plans 
for  medical  care,  established  by  industry,  medical  societies,  and  com- 
munity and  other  groups,  probably  cover  about  4  or  5  million  persons, 
about  half  of  whom  are  counted  in  the  number  covered  by  Blue  Cross 
plans.  These  families  pay  a  regular  fixed  amount  each  month  and 
know  that,  within  limits  fixed  by  the  contract,  their  hospital  or  other 
medical  bills  will  be  paid  if  they  become  sick.  Contracts  are  com- 
monly restricted  to  surgical  expenses  or  fix  extra  fees  for  some  services. 
In  addition,  commercial  insurance  companies  sell  policies — usually 
to  indemnify  hospital  or  surgical  expenses  or  both — on  an  individual 
and  group  basis.  The  scope  of  the  protection  is  always  limited  and 
often  is  restricted  to  care  of  accidental  injuries.  All  in  all,  possibly 
from  30  to  35  million  persons  have  some  protection  against  hospital 
and  medical  costs  under  the  Blue  Cross  and  other  voluntary  prepay- 
ment plans  and  commercial  insurance.  Comprehensive  protection 
against  medical  and  hospital  costs  is  limited  to  a  few  million. 
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Workmen's  compensation  and  the  other  arrangements  mentioned 
above  are  forms  of  insurance.  They  are  ways  of  distributing  and 
paying  costs,  not  forms  of  medical  practice.  In  one  way  and  another, 
they  help  to  cut  through  the  barrier  of  costs  by  distributing  medical 
care  expenses  over  the  whole  group  of  insured  persons,  the  well  and  the 
sick,  and  by  distributing  the  costs  over  periods  of  time — the  years  of 
earning  as  well  as  the  weeks  or  months  of  sickness.  In  the  usual  volun- 
tary prepayment  plan,  a  patient  picks  his  doctor  or  hospital  from  all 
participating  in  the  plan;  doctors  and  hospitals  decide  whether  or  not 
they  wish  to  join  such  plans.  These  plans  cause  no  change  in  the 
personal  relationship  between  a  doctor  and  his  patient,  except  to  wipe 
out  misgivings  of  both  about  the  bill  and  to  lessen  the  other  important 
failing  in  that  relationship — that  so  many  people  have  no  relationship 
with  any  doctor. 

All  the  voluntary  forms  of  medical  care  insurance  mentioned  above 
are  fulfilling  valuable  functions  in  their  limited  sphere.  They  are 
necessarily  more  costly  than  the  arrangements  which  could  be  evolved 
with  wider  sharing  of  sickness  risks  and  with  the  administrative  econ- 
omies feasible  for  larger  units.  Their  great  shortcoming  is  that  they 
reach  so  small  a  part  of  the  population  and  fail  to  reach  those  who  have 
the  greatest  need  of  medical  care  insurance.  From  the  standpoint  of 
both  the  public  and  the  families  concerned,  the  great  majority  of  the 
population  must  have  some  better  way  to  pay  medical  costs  if  American 
families  are  to  achieve  the  level  of  health  and  economic  independence 
which  our  national  resources  should  assure. 

Compulsory  social  insurance. — Neither  the  course  of  present  develop- 
ments in  this  country  nor  experience  in  other  countries  which  have 
tried  voluntary  health  insurance  gives  any  indication  that  compre- 
hensive and  adequate  arrangements  to  insure  medical  costs  can  be 
made  in  any  way  except  through  a  compulsory  insurance  system.  In 
this  aspect  of  health  security  the  United  States  faces  a  situation  not 
unlike  that  in  old-age  security  a  decade  ago.  At  that  time,  many 
employers  had  established  sound  retirement  systems  for  their  workers; 
some  persons  had  banded  together  to  provide  for  themselves  as  a  gi'oup 
or  had  made  adequate  individual  provisions  through  annuities  or  other 
forms  of  commercial  insurance.  It  was  clear  then,  however,  as  it  is 
clear  now  for  medical  care  insurance,  that  these  voluntary  arrange- 
ments could  not  be  expected  to  extend  to  even  a  majority  of  the  popula- 
tion in  need  of  insurance  or  to  the  groups  whose  needs  were  greatest. 

Medical  care  insurance  would  enable  self-supporting  families  to  pay 
for  and  get  needed  medical  services  without  any  important  alteration 
because  of  the  insurance  system  in  present  forms  or  organization  of 
medical  practice.  Moreover,  families  dependent  on  public  funds  could 
be  covered  through  payment  of  contributions  on  their  behalf  by  the 
agencies  administering  assistance.  They  thus  would  receive  care  in  the 
same  way  in  wliich  others  receive  it;  the  stigma  and,  typically,  the 
inadequacy  of  "poor-law  medicine"  could  be  wiped  out. 

Contributions  equivalent  to  about  3  percent  of  annual  earnings  would 
pay  for  adequate  basic  medical  and  hospital  services  for  both  workers 
and  their  dependents.  A  more  comprehensive  system  would  cost  the 
equivalent  of  about  4  percent.  These  costs  would  be  no  jnore  than 
now  is  spent  by  families  on  the  average.  They  are  less  than  the  aver- 
age expenditure  by  families  in  tb"  low  income  groups,  since,  contrary 
to  the  general  impression,  low-income  families  spend,  on  the  average, 
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a  larger  proportion  of  their  incomes  for  medical  care  than  families  in 
better  circumstances,  though — because  of  their  more  frequent  and 
severe  illness — they  receive  much  less  in  relation  to  what  they  need. 

Public  discussion  has  centered  around  three  alternative  methods  of 
providing  medical  care  insurance.  It  has  been  suggested  that  it  could 
be  established  on  a  State-by-State  basis,  without  participation  by  the 
Federal  Government.  It  could  follow  the  pattern  of  unemployment 
compensation,  in  which  Federal  legislation  gave  inducement  to  States 
to  enact  laws  and  establish  insurance  systems.  Or,  following  the 
analogy  of  old-age  and  survivors  insurance,  it  could  be  established  as 
a  Federal  system. 

For  reasons  outlined  in  the  following  section  of  this  report,  the 
Board  believes  that  it  would  be  simplest,  most  economical,  and  most 
effective  to  establish  comprehensive  protection  through  Federal  legis- 
lation, while  providing  authority  to  utilize  State  agencies  and  other 
facilities.  In  any  event,  administration  of  benefits  should  be  so  decen- 
tralized that  all  necessary  arrangements  with  doctors,  hospitals,  and 
others  would  be  worked  out  on  a  local  basis.  The  general  pattern  of 
arrangements  with  hospitals  and  doctors  should  be  developed  with  the 
collaboration  of  professional  organizations  and  with  careful  regard 
for  regional.  State,  and  local  circumstances.  In  each  area  of  admin- 
istration— local.  State,  and  Federal — policies  and  operations  should 
also  be  guided  by  advisory  bodies  representing  those  who  pay  the 
insurance  contributions  and  those  who  provide  the  services. 

The  much-advertised  fears  of  "socialized  medicine,"  "regimenta- 
tion" of  doctors,  hospitals,  or  patients,  loss  of  the  patient's  freedom  to 
choose  his  doctor,  and  deterioration  of  quality  of  care  can  be  made 
wholly  groundless.  A  system  of  medical  care  insurance  can  and  should 
be  so  designed  as  to  avoid  these  disadvantages.  By  making  services 
readily  available  to  those  who  need  them,  without  fear  of  the  costs,  the 
quality  and  effectiveness  of  service  may  he  improved,  and  the  incomes 
of  doctors  and  hospitals  may  be  made  better  and  more  secure.  If,  at 
the  same  time,  professional  education,  research,  and  the  construction 
of  needed  facilities  are  financially  aided,  progress  in  medicine  and  im- 
provement in  national  health  can  be  greatly  accelerated. 

Interrelationships  of  Social  Insurance  Programs 

In  the  United  States,  as  in  other  countries,  various  forms  of  social 
insurance  have  been  established  at  different  times  and  under  various 
laws  and  auspices.  Gaps,  overlapping,  and  conflicts  inevitably  result 
from  this  piecemeal  development.  Similar  anomalies  arise  in  the  rela- 
tionship between  particular  forms  of  social  insurance  and  other  public 
programs  which  serve  similar  purposes.  It  is  wholly  proper  but  never- 
theless anomalous,  for  example,  that  the  one  large  group  for  whom 
comprehensive  public  medical  services  have  been  assured  for  the  future 
consists  of  ex-servicemen,  who — apart  from  war  injuries  and  the  spe- 
cial strains  of  combat  service  which  some  fraction  of  their  number  will 
have  suffered — presumably  will  have  less  need  for  the  medical  care 
provided  for  non-service-connected  conditions  than  men  who  were  re- 
jected for  military  service  just  because  of  their  substandard  health  or 
than  older  persons,  children,  and  women. 

Many  of  the  gaps,  duplications,  and  illogical  distinctions  which  ^rise 
in  the  operation  of  existing  social  insurance  programs  result  from  their 
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various  limitations  in  coverage.  It  is  illogical,  for  example,  that  a  man 
who  drives  a  truck  for  a  commercial  firm  is  covered  by  old-age  and 
survivors  insurance  while  one  who  drives  for  a  hospital  is  not,  or  that, 
in  some  States,  the  man  who  drives  the  truck  for  a  little  business  is 
barred  from  unemployment  insurance  Avhile  across  the  street  men 
doing  exactly  the  same  kind  of  job  for  a  larger  concern  have  this  pro- 
tection. Coverage  differences  also  result  in  the  illogical  and  unjust 
situation  mentioned  earlier,  in  which  some  persons. who  hold  successive 
jobs  covered  by  different  public  programs  (for  example,  old-age  and 
survivors  insurance  and  a  retirement  program  for  public  employees,  or 
a  State  unemploynient  compensation  law  and  the  Railroad  Unemploy- 
ment Insurance  Act)  find  themselves,  because  of  that  division  of  cover- 
age, without  rights  under  any  program  when  they  need  insurance  bene- 
fits. Dual  coverage  also  may  lead  occasionally  to  dual  benefits  and  an 
amount  incompatible  with  the  purposes  of  social  insurance. 

The  diversity  of  programs  results  in  large  differences  in  the  pro- 
tection available  to  workers  in  similar  circumstances.  In  one  State, 
for  example,  a  worker  with  a  given  amount  of  covered  employment; 
and  earnings  is  eligible  for  an  unemployment  benefit  of  $20  a  week  for 
20  weeks,  or  $400  in  all,  if  he  continues  to  be  unemployed;  in  another 
State,  a  person  with  exactly  the  same  wage  and  employment  record 
will  receive  less  than  half  that  amount,  that  is,  $15  for  not  more  than 
11  and  a  fraction  weeks. 

Incompleteness  of  social  security  provision  results  in  other  situa- 
tions which  workers  find  it  particularly  hard  to  understand.  An  in- 
sured Avorker  who  is  unemployed  and  is  about  to  draw  his  first  weekly 
benefit  may  meet  with  an  accident  or  may  fall  sick.  If  he  is  unable 
to  work,  the  benefits  he  otherwise  would  receive  cannot  be  paid  to 
him — though  his  need  for  them  may  be  greater  than  if  he  were  well 
and  unemployed — since  unemployment  benefits  are  payable  only  to 
persons  who  are  able  to  work  and  available  for  work.  Likewise,  the 
permanently  disabled  worker  who  has  contributed  to  old-age  and  sur- 
vivors insurance  finds  it  hard  to  understand  why  he  and  his  family 
cannot  receive  any  benefits  before  he  reaches  age  65.  If  he  had  died, 
he  may  argue,  his  widow  and  children  could  have  survivor  benefits, 
but  if  he  lives  and  is  wholly  incapacitated,  they  receive  nothing  before 
he  reaches  retirement  age,  though  their  burden  is  even  greater.  More- 
over, if  he  is  unable  to  work  for  a  long  time,  the  gap  in  his  wage  record 
and  reduction  in  his  average  wage  under  the  system  will  reduce  the 
amount  of  any  benefits  eventually  paj^able  to  him  and  others  in  his 
family,  or  may  even  deprive  the  family  of  all  rights  to  benefits  on  the 
basis  of  his  wage  record.  These  limitations  are  inherent  in  the  char- 
acter of  the  existing  program.    . 

In  1935,  when  the  Social  Security  Act  became  law,  the  United  States 
had  no  extensive  experience  in  any  form  of  social  insurance  except 
workmen's  compensation.  Moreover,  little  was  known  of  many  fac- 
tors basic  to  the  establishment  of  insurance  programs — such  as  the  ex- 
tent and  character  of  unemployment,  internal  migration  of  workers 
and  their  families,  or  levels  of  annual  earnings  of  various  groups  and 
at  different  ages.  The  insurance  provisions  of  the  Social  Security  Act 
were  limited,  as  a  beginning,  to  the  two  causes  of  wage  loss  which  then 
appeared  most  serious — old  age  and  unemployment.  They  also  were 
limited  to  the  groups  whose  coverage  could  be  effected  most  easily,  to 
facilitate  organization  and  administration  at  the  beginning  of  the 
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program.  Two  different  approaches  were  made  to  administration, 
after  discussion  of  various  alternatives:  the  Federal  system  adopted 
for  old-age  and  survivors  insurance  and,  for  unemployment  compensa- 
tion. State  administration  under  laws  enacted  as  the  result  of  the  in- 
centives furnished  by  the  Federal  act.  The  latitude  left  for  State 
legislation,  it  was  pointed  out,  gave  room  for  experimentation  and 
improvement  in  a  program  for  which  there  was  no  precedent  in  the 
United  States  except  the  doubtful  analogue  of  workmen's  compensa- 
tion. The  Social  Security  Board  was  made  responsible  for  studying 
ways  of  providing  economic  security  through  social  insurance  and 
recommending  legislation  to  Congress. 

Preceding  pages  of  this  report  outline  the  major  specific  changes 
in  existing  programs  under  the  act  which  the  Board,  in  the  light  of  its 
operating  experience  and  studies,  believes  necessary  at  this  time.  They 
also  summarize  the  reasons  for  and  general  character  of  the  Board's 
recommendations  for  extension  of  the  scope  of  social  insurance.  In 
addition,  the  Social  Security  Board  wishes  to  emphasize  its  belief  that 
the  most  effective  and  economical  method  of  organizing  provision  for 
social  insurance  in  the  United  States  is  through  a  single  comprehensive 
national  system,  establishing  a  basic  minimum  protection,  with  which 
special  or  additional  programs  could  be  coordinated. 

The  major  characteristics  of  such  a  system  were  outlined  in  the 
Board's  Eighth  Arunual  Report  to  Congress  and  will  be  given  here  even 
more  briefly. 

A  single  social  insurance  program  would  necessarily  be  established 
under  Federal  law.  Its  administration  should  be  decentralized.  Ex- 
perience in  the  operation  of  old-age  and  survivors  insurance  shows 
clearly  the  simplicity  and  economy  of  this  form  of  operation  and  the 
feasibility  of  giving  individualized  services  through  local  offices  which 
become  a  part  of  the  community  in  which  they  are  established.  An 
example  better  known  at  present  to  most  people  is  the  postal  service. 
Carrying  the  mails  was  once  a  private  business  or  a  local  responsibility. 
It  is  now  unthinkable  that  there  should  be  different  postal  rates  or 
services  in  different  parts  of  the  country.  Yet  while  the  same  pro- 
visions underlie  the  system,  each  post  office  is  an  agent  of  its  com- 
munity. 

Since  social  insurance  bears  directly  on  the  interests  of  various 
groups  of  the  population,  it  is  important  also  that  in  any  area  of  opera- 
tion— local,  State,  or  Federal — there  should  be  advisory  councils  and 
appeals  bodies.  Such  bodies  should  provide  for  appropriate  repre- 
sentation of  the  general  public,  contributors  to  the  system — workers 
and  employers — and  special  interests  relating  to  particular  activities, 
such  as  the  hospitals  and  the  medical  profession. 

A  comprehensive  basic  system  should  afford  insurance  against  in- 
voluntary loss  of  earnings  for  all  the  common  reasons  not  within  the 
control  of  individual  workers — temporarily,  during  sickness  or  invol- 
untary unemployment  of  the  breadwinner,  or  for  longer  periods, 
during  chronic  disability  or  old  age,  or  at  the  worker's  death.  It 
should  include  medical  care  insurance.  Inclusion  of  all  these  risks 
in  a  single  system  would  make  it  possible  to  establish  proper  relation- 
ships between  the  amounts  and  duration  of  benefits  under  the  several 
programs,  to  avoid  gaps  and  overlapping,  and  to  achieve  the  simplicity 
and  economy  of  a  single  administrative  framework. 

Under  adequate  benefit  provisions,  moreover,  there  would  be  equity 
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to  workers  throughout  the  country.  It  is  often  argued  that  State 
systems  of  social  insurance  make  it  possible  to  adjust  benefits  to  dif- 
fering levels  of  wages  and  levels  of  living  in  different  areas.  This 
contention  ignores  the  fact  that  the  differences  within  a  State  are  as 
wide  as  those  among  States.  More  important,  it  ignores  the  fact  that 
when  benefits  are  computed  as  a  percentage  of  past  wages,  within  mini- 
mum and  maximum  limitations,  adjustments  to  wage  differences,  and 
thus  to  levels  of  living,  are  made  automatically.  Average  benefits 
under  old-age  and  survivors  insurance,  for  example,  are  lower  in  com- 
munities where  prevailing  wages  are  $15  a  week  than  in  places  where 
they  are  $25,  $30,  or  $40.  In  any  place,  however,  the  worker  who  has 
paid  contributions  on  average  earnings  of  $15  a  week,  or  any  other 
given  amount,  will  get  the  same  benefit  that  workers  with  the  same 
wage  records  receive  elsewhere.  If  he  earns  and  contributes  more,  he 
will  receive  more,  regardless  of  the  State  in  which  he  works. 

Coverage  of  all  risks  should  include  all  gainfully  occupied  persons, 
except  that  unemployment  insurance  and  temporary  disability  insur- 
ance, at  least  for  the  first  few  weeks  of  disability,  cannot  suitably  be 
provided  for  self-employed  persons  without  a  practicable  test  of  their 
loss  of  earnings  through  "unemployment"  or  in  brief  periods  of  dis- 
ability. Self-employed  persons  should  be  immediately  included,  how- 
ever, in  permanent  disability  insurance  and  medical  care  insurance  as 
well  as  in  old-age  and  survivors  insurance. 

Under  such  a  system,  there  would  be  a  single  local  office  through 
which  workers  and  employers  could  learn  about  their  rights  and  re- 
sponsibilities under  any  aspect  of  the  program  and  at  which  a  worker 
would  make  his  claim  for  any  form  of  cash  benefit  to  which  he  was 
entitled.  Only  one  wage  record  need  be  kept  for  him,  instead  of  the 
parallel  records  now  necessarily  kept  by  the  Federal  Government  for 
old-age  and  survivors  insurance  and  by  the  States  for  unemployment 
compensation  because  of  differences  in  law  and  administration.  Only 
one  contribution  need  be  paid  on  his  behalf,  and  one  employer  report 
would  give  all  the  information  needed  for  any  of  these  purposes. 

At  present,  an  employer  whose  business  extends  into  all  States  may 
have  to  make  as  many  as  53  Federal  and  State  tax  returns  in  a  quarter 
for  old-age  and  survivors  insurance  and  unemployment  compensation 
alone.  Under  the  dozens  of  laws  which  thus  might  concern  him, 
reporting  is  further  complicated  by  differences  in  coverage  provisions 
and  interpretations,  in  tax  rates,  and  required  forms  and  dates  for 
reporting.  Such  differences  between  State  and  Federal  law  and  rul- 
ings cause  difficulties  on  a  smaller  scale  for  employers  who  do  business 
within  a  single  State  but  add  appreciably  to  business  costs  for  small 
as  well  as  large  concerns.  They  add  likewise  to  the  diflBculties  and 
costs  of  public  administration.  State  and  Federal. 

For  employers  who  do  not  ordinarily  keep  wage  records  or  make 
wage  reports,  including  housewives  who  employ  domestic  workers  or 
farmers  with  hired  hands,  a  stamp-book  system  could  be  used  to  record 
all  social  insurance  contributions.  Reporting  by  self-employed 
persons  could  be  geared  in  with  income-tax  reporting. 

The  Board  believes  that  at  least  a  substantial  part  of  the  cost  of  a 
comprehensive  social  insurance  system  should  be  financed  through 
contributions  paid  by  insured  workers  and  their  employers.  Because 
a  large  proportion  of  the  population  would  be  covered,  a  Government 
contribution  from  general  tax  funds  would  eventually  be  warranted. 
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A  three-way  division  of  costs  would  make  possible  equitable  and 
rational  assessment  of  the  three  types  of  responsibility  for  social 
insurance  protection — individual,  industrial,  and  social. 

Costs  of  a  comprehensive  system  must  be  considered  in  relation  to 
the  circumstances  that  exist  in  its  absence.  Substantially  the  same 
costs  are  present  whether  or  not  there  is  a  social  insurance  system,  in 
loss  of  earnings  in  unemployment,  old  age,  or  through  the  disability 
or  death  of  the  wage  earner,  and  in  individual  expenditures  for  medi- 
cal care  and  hospitalization.  When  social  insurance  is  lacking,  these 
costs  ai'e  borne  by  those  who  suffer  the  income  loss  or  face  heavy  costs 
of  medical  and  hospital  care,  and  by  the  public  which  pays  the  taxes 
to  support  public  assistance  and  social  services.  Social  insurance 
against  these  risks  merely  redistributes  over  the  entire  population  the 
large  losses  incurred  by  a  part  of  the  population :  all  assume  a  rela- 
tively small  cost,  and  large  costs  that  otherwise  would  fall  on  unfortu- 
nate individuals  are  avoided  or  minimized.  Moreover,  any  new  costs 
that  social  insurance  brings  are  more  than  offset  by  improvements  in 
health  and  productivity,  and  by  the  gain  in  public  morale  and  freedom 
from  fear. 

In  proposing  that  a  Government  contribution  play  an  important 
role  in  the  eventual  financing  of  the  comprehensive  system,  the  Board 
is  under  no  illusion  that  this  method  of  financing  shifts  a  part  of  the 
burden  to  some  vague  and  impersonal  entity.  It  realizes  fully  that 
such  a  contribution  means  increased  levies  on  general  taxpayers — that 
is,  the  Nation's  population.  The  Board  believes,  however,  that  a  part 
of  the  payments  toward  a  comprehensive  social  insurance  system 
should  be  derived  in  the  manner  in  which  general  tax  revenues  are 
derived.  Among  other  considerations,  this  method  obtains  a  portion 
of  the  needed  revenue  from  persons  with  higher  income  who  do  not 
make  a  substantial  payment  toward  national  social  insurance  so  long 
as  revenues  are  derived  wholly  from  pay-roll  taxes.  Moreover,  under 
a  comprehensive  system  of  social  insurance  the  net  burden  on  public 
funds  would  be  offset  in  considerable  part  by  a  gradual  reduction  in 
the  costs  of  public  assistance  and  of  various  social  services  financed  by 
general  taxation  which  must  be  provided  when  social  insurance  is 
inadequate  or  lacking. 

Public  Assistance 

Abrupt  changes  in  the  volume  and  character  of  employment  and  in 
family  incomes  and  living  arrangements  will  cause  special  needs  for 
assistance  during  the  transition  to  peace.  Towns  have  mushroomed 
m  places  which  cannot  support  their  wartime  population  when  war 
production  falls  off  or  stops.  Stranded  newcomers  may  need  help 
in  getting  to  places  where  there  are  jobs  and  in  reestablishing  them- 
selves. Some  boom  communities  are  in  areas  which  have  never  been 
able  to  give  any  or  adequate  public  aid  to  needy  members  of  their 
permanent  pop;ulations.  Even  if  arrangements  for  demobilizing 
industry  and  the  armed  forpes  are  generally  effective  and  social  in- 
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Chart  7. — Recipients  and  assistance  paytnents  tinder  public  assistance  programs  in 
the  continental  United  States,  January  1939-June  1944  ^ 
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surance  provisions  are  strengthened,  the  rapid  course  of  events  which 
neither  individuals  nor  nations  can  control  is  likely  to  bring  sudden 
and  urgent  demands  for  assistance  in  some  areas. 

Throughout  the  country,  moreover,  need  will  continue  among  the 
aged,  children  who  lack  parental  support,  the  blind,  and  other  groups 
who  made  up  the  more  than  3.5  million  persons  receiving  assistance 
while  wartime  activity  was  at  its  height.  Among  old  people,  chil- 
dren, and  the  handicapped,  need  will  be  accentuated  by  decreases  in 
opportunities  for  self-support  or  decline  in  earnings  of  other  mem- 
Ijers  of  the  family,  or  by  discontinuance  of  servicemen's  allowances, 
just  as  need  has  been  lessened  by  these  factors  during  the  war. 

Wliatever  the  effectiveness  of  social  insurance,  public  assistance  is 
its  essential  complement  in  a  social  security  program.  Social  insur- 
ance is  necessarily  designed  to  meet  the  common  needs  and  circum- 
stances of  large  groups  of  people.  At  any  time  some  persons  are 
outside  these  groups.  Within  the  insured  groups,  moreover,  some 
persons  will  suffer  a  catastrophe  or  a  combination  of  circumstances 
so  serious  that  its  effect  exceeds  their  personal  resources  plus  their 
insurance  benefits,  which  must  be  scaled  to  amounts  that  can  be 
financed  for  all  insured  persons.  Public  assistance  is  needed  to  com- 
plement social  insurance  for  people  like  these  and  to  provide  for 
persons  and  for  needs  not  covered  by  existing  social  insurance  ar- 
rangements. 

By  June  1943  all  the  Federal  emergency  programs  for  public  aid 
instituted  in  the  1930's  had  ended,  as  national  defense,  then  war, 
opened  up  opportunities  to  work.  Except  for  the  small  war  emer- 
gency programs  discussed  later  in  this  report,  assistance  under  the 
Social  Security  Act  to  the  needy  aged,  needy  blind,  and  dependent 
children  was  the  only  form  of  direct  public  aid  in  which  the  Federal 
Government  participated  financially  in  the  fiscal  year  1943-44.  Gen- 
eral assistance,  financed  wholly  by  States  and  localities,  was  the  only 
other  form  of  direct  public  aid  to  needy  persons.  The  past  9  years' 
experience  in  the  operation  of  public  assistance  under  the  Social 
Security  Act  has  indicated  the  need  for  several  important  changes  in 
these  programs,  through  Federal  or  State  action  or  both,  and  the 
existence  of  important  areas  of  need  not  met  through  any  assistance 
program.  Lack  of  a  comprehensive  program  of  social  insurance  and 
the  impending  uncertainties  of  the  reconversion  period  accentuate 
this  situation. 

The  most  important  deficiencies  in  assistance  programs  are  due, 
the  Board  believes,  to  the  basis  of  Federal  financial  participation  in 
State  assistance  programs  and  limitations  in  the  scope  of  this  partici- 
pation. The  following  pages  outline  major  aspects  of  these  de- 
ficiencies. 

Basis  of  Federal  Grants  to  States 

Under  the  Social  Security  Act,  the  Federal  Government  matches, 
dollar  for  dollar  up  to  a  given  amount  a  month,  the  assistance  pay- 
ment made  to  a  needy  old  or  blind  person  or  a  dependent  child  under 
a  State  plan  approved  by  the  Social  Security  Board.  Within  the 
limits  on  Federal  matching,  the  amount  of  the  Federal  grant  to  the 
State  for  any  of  these  assistance  programs,  therefore,  is  fixed  by  the 
amount  provided  by  the  State,  or  the  State  and  its  localities.  States 
differ  greatly  in  income  and  therefore  in  potential  capacity  to  finance 
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adequate  assistance  programs.  In  1943  per  capita  income  ranged 
from  $1,452  in  the  high  State  to  $484  in  the  State  where  average  in- 
come was  least.  Average  income  increased  in  1943  in  all  but  one 
State,  where  it  already  was  high,  but  the  range  and  ranking  remained 
about  the  same  as  in  1942.  States  with  a  high  level  of  income  can 
make  relatively  large  appropriations  for  public  assistance  and  thus 
qualify  for  relatively  large  Federal  grants,  though  the  extent  of 
need  among  their  people  may  be  less  than  it  is  in  States  which  can 
afford  only  small  amounts  and  get  only  small  Federal  grants. 

Studies  of  the  Board  have  led  to  the  conclusion  that  differences  in 
the  economic  and  fiscal  capacity  of  States  are  the  greatest  single  cause 
of  the  even  wider  variations  in  levels  of  assistance.  Among  States 
administering  public  assistance  under  the  Social  Security  Act,  average 
payments  for  each  of  the  three  special  types  of  assistance  in  June  1944 
were  about  four  times  as  much  in  the  highest  State  as  in  the  State 
where  the  average  was  lowest.  In  general  assistance,  financed  wholly 
from  State  and  local  funds,  differences  were  even  greater,  and  the 
average  in  the  highest  State  was  more  than  six  times  that  in  the  lowest. 

The  average  assistance  payment  in  each  State  is  made  upj  of  course, 
of  differing  individual  amounts,  since  the  payment  to  a  recipient  sup- 
plements what  resources  he  himself  may  have:  individual  assistance 
payments  under  these  four  programs  range  from  a  few  dollars  a 
month  to — in  a  very  few  States — more  than  $100  for  an  occasional 
recipient  in  exceptional  circumstances.  A  low  average  for  a  State 
might  be  due  to  the  fact  that  the  recipients  on  the  rolls  needed  only 
small  amounts  to  supplement  what  they  themselves  had.  Actually, 
however,  the  low  averages  occur  almost  without  exception  in  States 
where  per  capita  income  and  fiscal  resources  are  low.  The  low  aver- 
ages result,  in  general,  from  the  meagerness  of  payments  to  persons 
who  have  little  or  nothing  but  their  payment.  In  such  States,  more- 
over, some  needy  persons  eligible  under  the  State  law  may  get  no  aid 
whatever  because  funds  are  lacking. 

The  Social  Security  Board  reaffirms  a  recommendation  made  in 
earlier  reports  that  special  Federal  aid  for  public  assistance  be  pro- 
vided on  an  objective  basis  to  States  with  low  economic  and  fiscal 
capacity.  Such  provision  is  essential  if  standards  of  assistance  are 
to  be  equitable  and  more  nearly  adequate  in  all  States.  Just  as  the 
Board  believes  that  the  Federal  share  should  vary  with  economic 
capacity  of  the  States,  it  believes  that  Federal  and  State  funds  should 
be  distributed  to  localities  in  relation  to  their  needs  and,  where  the 
localities  participate  in  financing,  also  in  relation  to  their  financial 
ability. 

Federal  Matching  Maximums 

Other  inadequacies  in  assistance  arise  from  the  limitations  of  the 
Social  Security  Act  on  the  extent  to  which  Federal  funds  may  be 
used  to  match  individual  payments.  The  effect  of  these  matching 
provisions  is  especially  serious  in  aid  to  dependent  children.  For 
old-age  assistance  and  aid  to  the  blind,  Federal  funds  may  be  used 
for  half  of  payments  up  to  a  Federal-State  total  of  $40  a  month ;  for 
aid  to  dependent  children,  the  matching  maximum  is  only  $18  for  the 
first  child  and  $12  for  each  additional  child  aided  in  the  same  home, 
and  no  separate  provision  is  made  for  the  adult  or  adults  who  care 
for  the  children.    If,  for  example,  a  State  agency  pays  $40  to  an  aged 
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person,  the  Federal  Government  reimburses  $20.  If  the  agency  pays 
$40  to  a  mother  who  cares  for  a  dependent  child,  the  Federal  share 
is  only  $9,  though  two  persons,  instead  of  one,  rely  on  the  payment  for 
support. 

States  may,  and  many  do,  pay  amounts  above  Federal  matching 
maximums  wholly  from  their  own  funds,  especially  in  aid  to  depend- 
ent children.  The  discrepancy  among  the  three  programs  in  the  re- 
quirements for  Federal  matching  helps  to  explain  why  payments  for 
aid  to  dependent  children  are  disproportionately  low,  though  States 
themselves  met  63  percent  of  total  assistance  costs  under  this  program 
in  the  fiscal  year  1943-44  as  compared  with  52  percent  for  old-age 
assistance  and  aid  to  the  blind.  By  law  or  administration,  however, 
almost  half  the  States  limit  all  payments  under  an  approved  plan  for 
aid  to  dependent  children  to  amounts  which  can  be  shared  equally 
with  the  Federal  Government.  Although  the  Social  Security  Act 
was  amended  in  1939  to  permit  50-percent  matching  of  aid  to  depend- 
ent children  payments,  instead  of  one-third,  the  low  maximum  which 
will  be  matched  in  any  case  still  limits  the  Federal  aid  to  little  more 
than  one-third  of  the  amount  spent  for  this  purpose. 

The  maximums  in  the  Federal  act  thus  hold  down  assistance  for 
many  recipients  whose  need  is  great,  especially  families  with  only  one 
or  two  dependent  children.  Assistance  of  $18  a  month  for  a  mother 
and  child,  or  $30  for  a  mother  and  two  children,  does  not  give  enough 
to  live  on  unless  the  family  has  other  resources.  Nor  is  $40  a  month 
enough  for  an  aged  or  blind  recipient  who  must  share  his  resources 
with  others  in  the  family,  or  for  a  person  who  is  acutely  ill. 

The  Social  Security  Board  recommends  that  the  matching  maxi- 
mums be  increased  for  all  three  assistance  programs.  For  aid  to  de- 
pendent children,  the  Board  believes,  the  Federal  matching  maximums 
might  well  be  removed  entirely.  The  fact  that  State  funds  also  are 
used  is  a  suflBcient  safe^ard  against  undue  liberality. 

Increasing  the  maximums  would  not,  in  itself,  be  effective  in  im- 
proving standards  of  assistance  in  the  States  where  payments  now  are 
least  adequate,  since  most  such  States  are  unable  to  take  full  advantage 
of  Federal  matching  within  even  the  present  limits  set  by  the  Social 
Security  Act.  Coupled  with  special  Federal  aid  to  low-income  States, 
it  would  be  of  much  value  in  helping  to  improve  the  lot  of  recipients 
whose  need  is  greatest. 

Other  Restrictions  in  Aid  to  Dependent  Children 

Other  restrictions  in  aid  to  dependent  children  arise  from  limita- 
tions in  the  reasons  for  giving  assistance  and  in  requirement  of  school 
attendance  for  older  children.  Federal  funds  may  be  used  only  for 
children  who  have  been  deprived  of  parental  support  or  care  by  the 
parent's  death,  incapacity,  or  continued  absence  from  the  home.  The 
Federal  Government  does  not  share  in  aid  to  children  whose  need  may 
be  equally  serious  because  of  the  parent's  unemployment  or  under- 
employment. The  Board  recommends  that  matching  Federal  funds 
be  made  available  under  approved  plans  for  any  needy  child  living 
in  a  home  maintained  as  his  own,  whatever  the  reason  for  his  need. 

Federal  funds  also  may  not  be  used  for  children  aged  16  or  17  unless 
they  are  attending  school  regularly.  For  some  such  children  appro- 
priate school  facilities  are  lacking;  others  may  be  ill  and  unable  to 
attend  school  or  may  lack  capacity  to  profit  from  continued  schooling. 
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In  the  many  places  where  assistance  is  inadequate,  an  older  child  may 
have  left  school  to  help  support  younger  children,  but  the  total  income 
of  the  family  may  still  be  less  than  they  need  for  subsistence.  School 
attendance  as  a  factor  in  eligibility  is  not  required  for  children  below 
the  age  of  16.  It  seems  that  need  is  a  sufficiently  controlling  factor 
without  school  attendance  as  a  safeguard  against  subsidizing  em- 
ployed children.  The  Board  recommends  that  the  Federal  act's 
i-equirement  of  school  attendance  for  the  older  children  be  removed. 

Medical  Care 

The  incidence  of  sickness  is  high  among  persons  on  the  assistance 
rolls,  as  among  others  with  low  income,  and  especially  among  children 
and  the  aged.  Sickness  and  disability  are  themselves  the  reasons  w^hy 
many  have  had  to  ask  for  assistance.  About  one-third  of  the  children 
are  accepted  for  aid  to  dependent  children  because  of  the  incapacity  of 
a  parent,  usually  the  father,  though  no  specific  provision  is  made  fbr 
care  which  might  restore  these  families  to  economic  independence. 
The  vision  of  a  substantial  proportion  of  persons  receiving  aid  to  the 
blind  could  be  improved  or  conserved  by  appropriate  medical  care, 
and  the  health  and  happiness  of  many  aged  recipients  could  be 
enhanced. 

Under  the  present  provisions  of  the  Social  Security  Act,  Federal 
matching  of  medical  expenses  of  recipients  may  be  obtained  only  if 
such  costs  are  included  when  determining  the  amount  of  the  assist- 
ance payment.  Medical  needs  are  typically  irregular  and  unpredict- 
able and  are  likely  to  cause  large  expenditures  in  a  brief  period.  Such 
costs  cannot  properly  be  included  in  a  budget  providing  for  regular 
equal  monthly  payments.  Lack  of  funds  for  assistance  and  the  effect 
of  Federal  and  State  maximums  also  make  it  difficult  or  impossible 
to  include  sufficient  amounts  in  the  monthly  payment.  Few  recipients 
have  access  to  prepayment  plans  for  medical  care,  and  it  is  difficult 
otherwise  to  utilize  Federal  funds  for  such  purposes  under  the  present 
provisions  of  law,  which  call  for  unrestricted  money  payments  to 
recipients — that  is,  payments  not  limited  to  specified  purposes. 

Establishment  of  a  comprehensive  system  of  medical  care  insur- 
ance would  enable  public  assistance  agencies  to  insure  medical  costs  and 
assure  care  of  recipients  by  paying  an  appropriate  contribution  into 
the  insurance  fund  on  their  behalf  to  cover  costs  of  their  care.  They 
would  then  receive  care  just  as  other  insured  persons  received  it  in  the 
comnumity.  In  the  absence  of  an  insurance  program,  the  Board 
recommends  that  use  of  Federal  funds  be  authorized  to  share  costs 
of  medical  care  for  persons  on  the  assistance  rolls,  under  agreements 
between  the  State  assistance  agency,  hospitals,  and  medical  practition- 
ers and  agencies.  Federal  reimbursement  should  be  based  on  costs  in- 
curred under  all  three  programs,  to  permit  wider  pooling  of  funds 
and  greater  flexibility  in  their  use.  Care  should  be  provided  for 
parents  of  children  receiving  aid  to  dependent  children,  both  to  help 
restore  the  parent's  earning  capacity  and  to  protect  the  children. 

General  Assistance 

General  assistance  is  typically  the  only  form  of  public  aid  for  needy 
unemployed  persons,  for  persons  who  have  earnings  too  low  for  self- 
support  or  family  support,  and  for  other  needy  persons  and  families 
not  eligible  for  the  special  types  of  public  assistance.    It  is  typically 
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the  only  form  of  public  aid  which  can  be  used  to  supplement  payments 
under  assistance  programs  and  to  meet  particular  needs,  such  as  need 
arising  from  sickness  and  disability  or  from  the  failure  of  an  indi- 
vidual's social  insurance  benefits  to  meet  his  subsistence  requirements. 
General  assistance  is  provided  under  State  laws  and  is  financed  without 
Federal  participation.  In  about  one-fourth  of  the  States,  general  as- 
sistance is  wholly  financed  and  administered  by  the  localities  without 
State  supervision  or  other  participation.  In  the  country  as  a  whole,  it 
is  operated  by  some  10,000  localities. 

Because  of  the  localization  of  administration  and  support,  general 
assistance  varies  far  more  widely  among  and  within  States  than  the 
special  types  of  public  assistance.  In  a  high-income  State,  the  num- 
ber of  cases  receiving  general  assistance  may  be  30  times  as  great,  in 
relation  to  population,  as  that  in  a  low-income  State  where  need  pre- 
sumably is  more  extensive.  There  are  areas  in  several  States  where 
no  general  assistance  is  provided.  Moreover,  chiefly  because  of  insuf- 
ficient funds,  general  assistance  agencies  often  have  excluded  whole 
groups  from  eligibility,  such  as  all  families  with  an  employable  mem- 
ber, whether  or  not  employed;  all  families  receiving  any  other  form 
of  aid,  even  though  insufficient;  all  aliens;  and  so  on.  In  general, 
provisions  for  general  assistance  are  more  nearly  satisfactory  and 
payments  are  higher  in  cities  than  in  rural  areas. 

Doubtless  because  of  its  traditionally  local  development  and  the 
large  financial  responsibility  borne  by  local  funds,  general  assistance 
is  further  hemmed  in  by  the  network  of  settlement  laws  which  are 
very  costly  to  administer  and  are  anachronisms  in  the  mobility  of  pres- 
ent-day living.  The  length  of  residence  required  for  legal  settlement 
varies  from  place  to  place,  and  settlement  may  differ  among  members 
of  a  family.  On  the  other  hand,  a  family  may  not  be  able  to  prove 
its  settlement  status  because  it  depends  on  the  status  of  the  parent 
or  spouse  who  is  away  from  home.  It  is  not  uncommon  for  people 
who  have  moved  about  to  find  they  are  without  settlement  in  any 
State  or  locality. 

During  the  reconversion  to  peace,  many  marginal  workers  and 
supplementary  workers  will  be  crowded  out  of  jobs,  often  with  only 
minimum  rights  or  no  rights  to  unemployment  benefits.  Other  fami- 
lies, whose  workers  lose  their  jobs  to  returning  veterans  with  prior 
rights  or  because  the  plant  shuts  down,  will  be  without  earnings  for 
at  least  a  time  and  often  will  have  to  incur  unusual  expenses  to  move 
to  other  places.  The  flexibilitv  of  a  comprehensive  and  adequate 
program  of  general  assistance  with  no  eligibility  condition  except  need 
will  be  required  to  ease  the  strain  of  changes  which  will  affect  all 
parts  of  the  country.  It  is  needed,  moreover,  during  ordinary  pe- 
riods to  cope  with  the  strains  which  at  any  time  fall  on  some  mem- 
bers of  the  population. 

The  Social  Security  Board  recommends  that  Federal  funds  be  made 
available  to  States  to  share  costs  of  general  assistance. 

State  Requirements 

The  Social  Security  Act  establishes  only  very  general  conditions 
with  which  a  State  assistance  program  must  conform  if  the  State  is 
to  receive  a  Federal  grant  for  assistance.  Within  these  conditions, 
States  themselves  determine  who  shall  receive  assistance  and  in  what 
amounts.     States  differ  widely,  in  accordance  with  their  traditions, 
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policies,  and  resources,  in  requirements  governing  eligibility  for 
assistance,  such  as  residence  or  citizenship  requirements,  and  in  meth- 
ods of  determining  need  and  establishing  the  amount  of  the  assistance 
payment. 

As  a  result  of  legislative  and  administrative  restrictions  in  State 
programs,  many  States  fail  to  take  full  advantage  of  the  availability 
of  Federal  funds  for  needy  persons  who  could  be  aided  under  the 
special  types  of  assistance.  Some  of  these  people  may  be  receiving 
another  form  of  public  support,  such  as  general  assistance;  others 
lack  any  public  aid.  Through  its  regional  staff  and  in  special  com- 
munications, the  Board  has  recommended  that  all  States  follow,  inso- 
far as  their  resources  permit,  the  example  of  some  States  which 
already  have  abolished  residence,  citizenship,  or  other  eligibility  re- 
strictions, or  have  removed  maximum  limits  on  assistance  payments 
or  modified  other  unduly  restrictive  provisions  of  their  programs. 

The  grants  to  States  for  assistance  programs  represent  Federal 
assumption  of  very  substantial  responsibility  for  assuring  aid  to 
needy  persons  in  all  parts  of  the  United  States.  The  purpose  of  the 
Social  Security  Act,  as  stated  in  its  j)reamble,  includes  "To  provide 
for  the  general  welfare  ...  by  enabling  the  several  States  to  make 
more  adequate  provision  for  aged  persons,  blind  persons,  dependent 
and  crippled  children  .  .  ."  It  is  a  matter  of  grave  concern  that,  after 
nearly  9  years  of  operation,  the  conditions  under  which  aid  is  actually 
available  to  a  needy  person  and  the  amount  he  receives  should  still 
differ  so  widely  in  various  parts  of  the  country.  In  part  these  differ- 
ences arise  from  eligibility  conditions  which  determine  which  groups 
of  persons  are  aided  under  a  State  program;  in  part,  from  methods 
used  in  determining  the  individual's  need  and  the  amount  of  his  pay- 
ment ;  and  in  large  part,  from  the  availability  of  funds. 

The  amount  of  the  payment  commonly  is  considered  to  be  the  dif- 
ference between  the  cost  of  the  basic  subsistence  requirements  rec- 
ognized by  the  assistance  agency  and  the  amount  of  any  resources 
the  applicant  himself  may  have — such  as  contributions  from  rela- 
tives, an  insurance  policy,  title  to  his  home,  and  so  on.  State  pro- 
visions and  practice  differ  greatly  in  evaluating  requirements  and 
resources.  In  some  places  the  amount  of  assistance  determined  for 
a  recipient  recognizes  his  needs  for  only  some  essentials,  such  as  food 
and  shelter;  elsewhere  it  may  also  reflect  his  requirements  for  such 
other  necessities  as  clothing,  replacement  of  household  furnishings, 
and  medical  costs.  When  funds  are  insufficient,  some  States  pay 
only  part  of  the  amount  they  determine  as  necessary  to  meet  the 
applicant's  need.  Even  in  1943-44,  when  State  and  local  fiscal  re- 
sources were  at  record  levels,  there  were  States  in  which  recipients 
under  one  or  more  of  the  assistance  programs  received  only  half  the 
amounts  determined  by  the  State  agency  to  be  necessary  for  their 
subsistence. 

In  an  earlier  report,  the  Board  cited  a  studv  reported  by  a  State 
welfare  agency  which  still  is  equally  applicable  as  an  illustration 
of  the  effect  of  such  differences.  The  State  agency  received  replies 
from  locally  administered  agencies  or  local  offices  of  State-adminis- 
tered agencies  in  44  other  States  and  the  District  of  Columbia  in 
answer  to  questions  on  the  action  those  agencies  would  have  taken 
on  the  application  of  an  old  man  whose  circumstances  were  described 
in  detail.     In  15  States  and  the  District  of  Columbia,  he  would  have 
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been  held  ineligible  for  old-age  assistance;  in  20  States,  eligible; 
and  in  9,  eligible  in  some  localities  and  ineligible  in  others.  The 
amounts  of  the  assistance  which  the  agencies  would  have  given  him 
ranged  from  $1  to  $37  a  month.  The  Federal  Government  was 
granting  funds  for  old-age  assistance  to  all  those  45  States.  Yet  the 
opportunity  of  this  old  man  to  benefit  from  the  aid  provided  by  Con- 
gress under  the  act,  and  his  share  in  that  amount,  depended  on  the 
State  in  which  he  applied  for  aid  and  even  on  the  particular  com- 
munity within  a  State. 

The  Board  believes  that  it  is  feasible  for  all  States  to  eliminate  at 
least  some  of  the  undue  restrictions  in  their  programs  for  the  special 
types  of  assistance  and  general  assistance,  and  that  it  is  to  the  in- 
terest of  both  the  State  and  the  Nation  that  they  should  do  so  now. 
The  impending  post-war  changes  foreshadow  needs  for  such  action. 
Population  shifts,  in  particular,  will  increase  the  hardships — and 
often  undue  public  costs — which  arise  from  residence  requirements 
in  general  assistance  and  in  the  special  types  of  public  assistance. 
An  old  man  or  woman,  for  example,  may  be  able  to  cut  down  need 
for  assistance  by  going  to  another  State  to  live  with  a  married  daugh- 
ter who  can  offer  houseroom  but  not  total  support.  Old  people  may 
want  to  move  across  State  lines  from  cities  to  the  farm  or  village 
where  they  grew  up  and  where  they  can  live  more  cheaply.  If  resi- 
dence requirements  were  reduced  to  a  minimum  or  eliminated,  in- 
and-out  migration  of  persons  who  were  receiving  or  might  apply  for 
assistance  would  cancel  out  in  many  States,  with  little  change  and 
possibly  reduction  in  State  costs.  It  has  been  argued  that  lowering 
or  removing  residence  requirements  in  States  with  relatively  high 
assistance  payments  would  cause  an  influx  of  applicants  from  States 
where  payments  are  lower,  though  there  is  no  evidence  that  such  an 
influx  would  occur. 

Such  arguments  and  objections  to  removing  other  undue  restric- 
tions on  the  assistance  actually  available  to  needy  persons  would  lose 
their  force  if  special  Federal  aid  were  available  to  enable  low-income 
States  to  finance  aid  comparable  to  that  provided  in  more  fortunate 
areas.  Extension  of  public  assistance  programs  to  all  needy  persons 
would  be  further  facilitated  in  all  States  if  the  Federal  Government 
shared  costs  of  general  assistance,  which  are  now  wholly  the  responsi- 
bility of  States  and  localities. 

The  Social  Security  Board  believes  that  the  assumption  of  additional 
Federal  responsibility  for  assistance  should  be  conditioned  on  removal 
of  State  residence  requirements  and  adoption  of  principles  to  ensure 
that,  within  a  State,  needy  persons  in  similar  circumstances  will  re- 
ceive assistance  on  a  similar  basis  and  that  their  assistance  will  meet 
their  full  need  as  determined  by  the  State. 

Interrelationships  of  Assistance  Progratns 

EflFectiveness  and  economy  in  the  operation  of  assistance  programs 
would  be  furthered  by  unifying  administration  of  assistance  to  all 
groups  within  a  State,  whether  or  not  separate  programs  were  main- 
tained for  special  groups,  such  as  the  aged,  blind,  and  children.  The 
Social  Security  Act  requires  that  one  State  agency  administer  or  super- 
vise the  administration  of  an  approved  plan,  but  does  not  require  that 
all  plans  be  administered  or  supervised  by  the  same  State  agency. 
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Only  a  few  States  continue  to  maintain  independent  administration  of 
the  special  types  of  assistance,  thouirh  additional  States  and  numerous 
localities  administer  general  assistance  through  an  agency  other  than 
that  responsible  for  the  special  types. 

Unification  of  the  administration  of  public  assistance  would  leave 
the  States  free,  as  at  present,  to  decide  what  classes  of  needy  persons 
would  receive  assistance  and  to  maintain  or  abolish  existing  categories 
of  assistance.  It  Avould  permit  cooidinated  administrative  and  finan- 
cial planning  to  achieve  better  balance  in  provisions  for  meeting  need 
and  greater  equity  to  different  groups  and  in  different  areas  within  a 
State.  Administrative,  supervisory,  and  technical  personnel  could 
serve  all  programs,  instead  of  one  or  two,  and  corresponding  econ- 
omies could  be  made  in  office  space,  travel,  and  equipment.  Even  more 
important,  better  service  could  be  given  to  needy  persons  if  there  were 
one  agency  in  the  community  to  which  they  could  apply  and  from  which 
they  could  receive,  when  eligible,  the  aid  best  fitted  to  their  needs. 

The  Board  believes  that  both  State  and  local  administration  of  State 
programs  for  general  assistance  and  the  three  programs  now  included 
in  the  Social  Security  Act  should  be  unified. 

Social  Security  and  the  Future 

The  next  decade  will  be  critical  in  the  history  of  the  United  States. 
Action  taken  in  coming  months  may  affect  the  well-being  of  a  genera- 
tion or  more. 

During  the  catastrophe  of  depression,  this  country  established  the 
social  security  program  as  a  way  of.  enabling  millions  of  wage  earners 
to  build  greater  future  security  for  themselves  and  of  assuring  subsist- 
ence for  some  persons  in  need.  This  foundation  will  be  of  great  value 
in  the  years  iji  which  the  country  is  regaining  a  peacetime  balance. 
Its  value  is  limited,  however,  by  the  fact  that  so  large  a  part  of  the 
population  still  has  no  access  to  the  forms  of  protection  which  the  Social 
Security  Act  now  provides,  and  that  the  program  does  not  yet  encom- 
pass all  the  commonly  needed  defenses  against  interruption  or  loss  of 
earnings  or  lack  of  the  means  of  subsistence. 

Substantially  all  families  in  the  United  States  stand  to  gain  by  the 
pooling,  through  social  insurance,  of  the  costs  and  losses  tHey  now  bear 
because  of  sickness  ^nd  disability.  The  Board's  recommendations  for 
disability  insurance,  medical  care  insurance,  and  medical  care  for 
persons  on  assistance  rolls  are  of  particular  importance,  moreover,  for 
low-income  families,  among  whom  incapacity  is  greatest  and  costs  are 
relatively  heaviest.  The  improvement  in  general  levels  of  health  and 
vigor  which  could  be  effected  through  this  redistribution  of  economic 
burdens  is  essential  to  the  future  security  of  the  Nation. 

Farm  people  in  the  United  States  face  the  future  with  far  less  pro- 
tection from  organized  measures  for  social  security  than  any  other 
major  segment  of  our  population.  Standards  of  assistance,  especially 
general  assistance,  are  characteristically  lower  in  rural  States  and 
communities  than  elsewhere,  and  health  resources  are  inadequate  in 
many  rural  areas.  In  Selective  Service  examinations,  boys  classified 
as  "farmers"  had  a  higher  rejection  rate  for  physical  incapacity  than 
any  other  occupational  group.  Work  accidents  are  common  on  farms, 
yet  farm  workers  are  seldom  covered  by  workmen's  compensation 
laws.    Nor  do  farm  families,  despite  their  relatively  low  income  levels, 
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have  the  protection  of  old-age  and  survivors  insurance  or  unemploy- 
ment insurance. 

During  the  war,  domestic  workers  have  flocked  into  shops,  factories, 
and  oiRces.  Many  have  had  their  first  chance  to  earn  adequately  and 
to  share  in  social  insurance  and  other  public  measures  which  com- 
monly protect  other  wage  earners.  No  group  is  in  greater  need  of 
insurance  protection  in  old  age,  unemployment,  and  disability,  or  of 
protection  of  their  survivors.  Apartment  dwellers  in  cities  and  man- 
agers of  mechanized  farms  cannot  go  back  to  the  older  traditions 
under  which  the  misfortunes  of  the  hired  girl  and  the  hired  man  were 
a  responsibility  of  the  families  with  whom  they  lived.  Peace  will  have 
a  bitter  connotation  to  returning  domestic  workers,  as  to  the  workers 
going  back  to  farms,  if  again  they  find  themselves  in  a  no  man's  land 
of  labor  where  older  forms  of  family  security  have  been  lost  and  the 
forms  essential  to  an  industrial  civilization  have  not  yet  been  gained. 

The  war  has  reemphasized  the  genius  of  the  American  people  in 
mechanizing  industry  and  increasing  industrial  productivity.  Our 
hope  for  future  "full  employment"  rests  in  considerable  measure  on 
increasijig  use  of  persons  in  service  occupations  and  the  professions — 
for  example,  the  teachers,  doctors,  and  nurses  actually  needed  to 
give  adequate  service  to  all  our  people.  These  growing  occupational 
areas  comprise  many  groups  of  persons  who  are  excluded  from  the 
social  security  program  because  tliey  are  self-employed  or  are  working 
for  a  nonprofit  organization,  such  as  a  hospital,  college,  or  church. 
Such  other  forms  of  protection  as  are  open  to  self-employed  persons 
and  nonprofit  employees  are  spotty  and  limited  and  characteristically 
exclude  the  persons  with  the  smallest  and  most  irregular  earnings. 
The  impending  shifts  in  our  economy,  which  will  bring  an  increasing 
proportion  of  the  labor  force  into  these  areas,  as  well  as  present  needs 
of  individuals  in  the  groups,  point  to  the  shortcomings  of  the  present 
provisions. 

Extension  of  social  insurance  coverage  to  the  areas  of  work  now 
excluded  would  also  greatly  strengthen  the  social  insurance  protection 
of  workers  who  shift  between  covered  and  noncovered  employm^ent  and 
now  can  qualify  for  only  meager  benefits,  if  any. 

It  is  not  too  late  to  remedy  gaps  and  deficiencies  in  the  social  security 
program,  but  the  time  is  short.  In  just  such  years  as  now  confront  us, 
a  comprehensive  and  adequate  program  of  social  security  would  help 
maintain  the  private  purchasing  power  and  public  confidence  to  which 
business  must  look  while  we  are  rebuilding  our  peacetime  economy. 
Success  in  that  rebuilding  and  durable  assurance  of  the  economic 
independence  of  American  families  depend  in  no  small  measure  on 
the  action  taken  now. 

Most  of  the  recommendations  made  by  the  Social  Security  Board 
in  this  report  could  be  acted  upon  independently,  irrespective  of  action 
on  others.  Some  lie  wholly  within  the  realm  of  State  action;  some 
would  require  Federal  legislation;  and  still  others,  change  in  both 
State  and  Federal  law.  All,  however,  are  parts  of  a  common  design 
in  which  each  has  its  full  value  only  through  interrelation  with  the 
others.  All  serve  a  single  objective — to  use  every  feasible  means  of 
assuring  a  basic  minimum  security  on  which,  through  individual  ini- 
tiative, families  and  the  Nation  can  build  to  secure  economic  inde- 
pendence. 


•  //. 

Social  Security  Operations  in  1945—44 

In  the  fiscal  year  1943-44,  an  average  of  more  than  760,000  persons 
were  receiving  monthly  old-age  and  survivors  insurance  benefits  under 
the  Social  Security  Act  because  of  the  retirement  or  death  of  the  family 
breadwinner.  An  average  of  82,000  persons  a  week  received  unem- 
ployment benefits  under  State  laws  because  they  lacked  jobs  during 
dislocations  in  production  or  for  other  reasons.  Some  3.5  million 
persons,  on  the  average,  had  no  income  or  so  little  income  that  State 
assistance  agencies  granted  them  old-age  assistance,  aid  to  dependent 
children,  aid  to  the  blind,  or  general  assistance — nearly  all  of  which 
included  Federal  funds  under  the  Social  Security  Act.  Federal,  State, 
and  local  expenditures  for  these  insurance  benefits  and  assistance  pay- 
ments to  the  needy  totaled  about  $1.2  billion  for  the  year  and  averaged 
$98.7  million  a  month. 

Of  the  payments  in  the  fiscal  year  1943^4,  21  percent  came  from 
insurance  funds  established  under  the  Social  Security  Act  to*  protect 
industrial  and  commercial  workers  against  the  financial  risks  of  old 
age,  death,  and  unemployment,  and  financed  through  regular  pay-roll 
contributions  of  covered  workers  and  their  employers.  About  71  per- 
cent was  paid  from  Federal,  State,  and  local  funds  appropriated  for 
special  types  of  public  assistance.  The  remaining  8  percent  was  met 
from  State  and  local  funds — without  Federal  participation — for  gen- 
eral assistance. 

Chart  8. — Percentage  change  in  total  benefit  or  assistance  payments  under  old  age 
and  survivors  insurance,  unemployment  compensation,  and  public  assistance 
programs^  fiscal  year  1943-44  compared  with  1942-43 
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Old-Age  and  Survivors  Insurance 

The  Federal  old-age  and  survivors  insurance  system  is  the  most 
comprehensive  of  these  programs.  By  the  middle  of  the  fiscal  year 
1943-44,  some  66  million  living  persons  had  earned  wage  credits  under 
this  system,  though  only  slightly  more  than  half  had  worked  long  or 
steadily  enough  in  covered  employment  to  have  the  insured  status 
which  would  make  them  or  their  survivors  eligible  for  benefits  in  the 
event  of  retirement  or  death.  By  June  30,  1944,  998,000  persons  had 
qualified  for  monthly  retirement  or  survivor  benefits  amounting  to 
more  than  $18  billion  a  month.  In  1943,  approximately  48  million 
workers  earned  wage  credits  in  employments  covered  by  the  program. 
Workers  and  their  employers  paid  nearly  $1,300  million  as  contribu- 
tions on  taxable  pay  rolls  of  $65,800  million  in  1943^4.  Benefits 
certified  during  the  fiscal  year  and  lump-sum  death  payments  totaled 
more  than  $192  million.  The  old-age  and  survivors  insurance  trust 
fund,  to  which  amounts  equal  to  the  contributions  of  workers  and  em- 
ployers are  appropriated,  had  a  balance  of  $5,446  million  on  June  30, 
1944,  to  meet  the  liabilities  for  continuing  payments  to  current  bene- 
ficiaries and  the  much  greater  obligations  for  future  benefits. 

Beneficiaries  and  Their  Benefits 

Bene-fit  payments. — The  $173.3  million  certified  in  monthly  benefits 
in  1943-44  represents  an  increase  of  25  percent  over  1942-43  and  70 
percent  over  1941-42.  Retired  workers  and  their  aged  wives  and 
young  children  received  $106.8  million  in  monthly  benefits,  while  sur- 
vivors received  $66.5  million  in  monthly  benefits  and  $19.2  million  in 
lump-sum  death  payments. 

Benefit  awards. — In  the  calendar  year  1943  nearly  86,000  children, 
mainly  survivors  of  deceased  insured  workers,  received  new  benefit 
awards  amounting  to  more  than  $1  million  a  month.  In  addition, 
their  widowed  mothers  (35,000)  became  entitled  to  receive  $705,000 
a  month  while  they  had  such  children  in  their  care.  Survivor  bene- 
fits have  become  an  increasing  proportion  of  benefit  awards — approxi- 
mately 52  percent  of  the  total  in  1943  as  contrasted  with  about  47 
percent  in  1942  and  only  42  percent  in  1941.  This  type  of  protection, 
which  is  meager  or  lacking  in  nearly  all  other  public  retirement  sys- 
tems, resulted  in  1943  in  an  average  award  of  $34.41  per  month  to  a 
widow  with  one  child  entitled  to  benefits;  for  widows  with  two  en- 
titled children,  the  average  was  $47.41;  and  for  widows  with  three 
entitled  children,  $50.45. 

In  1943,  benefits  were  awarded  to  nearly  142,000  persons  aged  65 
or  over,  as  follows :  more  than  89,000  primary  beneficiaries,  with  an 
average  of  $24.50  a  month;  about  32,000  wives,  with  $12.83;  nearly 
20,000  aged  widows,  with  $20.11 ;  and  more  than  1,000  aged  parents, 
with  $13.34.  The  average  retirement  benefit  awarded  to  an  aged 
worker  and  entitled  wife  was  $39.01. 

Beneficiaries  on  the  henefit  rolls. — Both  the  number  of  beneficiaries 
on  the  rolls  and  the  amount  of  their  benefits  rose  more  than  25  percent 
from  June  1943  to  June  1944,  to  998,000  persons  and  $18  million  a 
month  in  benefits.  The  rise  will  continue  as  more  and  more  persons 
become  insured  and  as  wartime  activity  declines  and  aged  insured 
workers  give  up  or  lose  covered  jobs.  Only  about  85  percent  of  the 
persons  on  the  rolls  are  actually  in  current-payment  status.     On  June 
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30, 1944,  for  example,  about  ir)2',00O beneficiaries  were  foregoing  bene- 
fits "while  they  were  at  work  in  covered  employment  or  temporarily 
failed  to  meet  some  condition  of  the  act  required  for  receipt  of  benefits, 
such  as  school  attendance  for  child  beneficiaries  aged  16  or  17.  Some 
650,000  additional  aged  wage  earners  who  could  have  been  entitled 
to  benefits  at  that  time  had  not  filed  claims. 

Benefits  amounting  to  $2.8  million  a  month  were  withheld  for  123,- 
000  beneficiaries  on  the  rolls  on  June  30, 1944,  because  they  were  earn- 
ing $15  or  more  a  month  in  covered  employment,  and  for  an  additional 
20,000  because  the  person  on  whose  wage  record  the  benefit  was  based 
had  such  earnings.  A  child's  failure  to  attend  school  regularly,  when 
such  attendance  was  considered  feasible,  caused  suspension  of  benefits 
for  about  5,000  otherwise  entitled  children  aged  16  and  17  years. 

Of  the  846,000  beneficiaries  receiving  payments  in  June,  some  500,- 
000  were  aged  65  or  over.  Their  benefits  amounted  to  $10.5  million 
a  month.  In  addition,  nearly  80,000  widows  caring  for  child  bene- 
ficiaries of  deceased  insured  workers  received  $1.6  million,  or  an  average 
of  $19.81  per  month,  while  child  beneficiaries — mainly  children  of  de- 
ceased workers — numbered  nearly  262,000  and  received  $3.2  million, 
or  an  average  of  $12.35  per  child  per  month. 

Appeals  and  Decisions 

During  the  fiscal  year  the  Board  received  831  appeals  from  its  de- 
terminations on  benefit  claims  and  wage  records,  and  273  appeals  were 
carried  over  from  the  preceding  year.  Hearings  were  completed  on 
744  such  appeals  and  decisions  handed  down  on  840.  At  the  close  of 
the  year  264  appeals  were  pending. 

Among  the  important  administrative  actions  taken  during  the  fiscal 
year  were :  revision  of  regulations  to  permit  payment  of  lump  sums  to 
State  and  local  governments  as  reimbursement  for  burial  expenses  of 
wage  earners  who  died  leaving  no  relatives  in  the  class  eligible  to  re- 
ceive monthly  benefits  or  a  lump-sum  payment;  and  a  decision  to 
reopen  and  revise  benefit  determinations  to  the  detriment  of  claim- 
ants only  in  cases  of  fraud,  misrepresentation,  or  clear  error,  unless 
the  time  for  appeal  has  not  expired. 

During  the  year,  six  persons  were  indicted  for  violating  the  penal 
provisions  of  the  act.  Of  these  six,  three  were  convicted,  two  acquitted, 
and  one  is  awaiting  trial. 

Workers  and  Their  Wage  Credits 

Each  year  since  1938,  when  there  was  a  slight  decline,  the  number 
of  workers  earning  wage  credits  has  increased.  In  1943,  some  48  mil- 
lion workers  received  nearly  $63  billion  in  wages  which  could  be 
credited  to  their  social  security  accounts.  The  average  annual  tax- 
able wage  per  worker  has  risen  from  $883  in  1938  to  $1,310  in  1943, 
as  a  result  of  higher  wage  rates,  overtime  pay,  and  steadier  work. 

In  1942,  the  last  year  for  which  data  have  been  analyzed,  the  aver- 
age wage  of  workers  who  had  wage  credits  in  each  of  the  4  quarters 
of  the  year  was  $1,678,  as  compared  with  only  $369  for  workers  with 
wage  credits  in  less  than  4  quarters.  In  1942,  however,  only  a  little 
more  than  half  the  workers  (57  percent)  had  taxable  wages  in  4  quar- 
ters. Many  left  covered  jobs  to  enter  the  armed  forces  or  Federal 
civilian  service.  Their  places  were  taken  by  farm  workers,  house- 
wives, domestic  workers,  high-school  and  college  students,  and  self- 
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employed  persons.  Of  the  nearly  47  million  workers  with  wage  credits 
in  1942,  slightly  more  than  one-sixth  were  new  entrants — that  is,  1942 
was  .their  first  year  in  covered  employment.     In  1940  new  entrants 

Chart  9. — Estimated  percent  of  employed  labor  force  in  employment  covered  by 
old-age  and  survivors  insurance  and  in  noncovered  employment,  by  State,  March 
24-30,  1944 ' 
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^See  Social  Security  Bulletin,  Vol.  7,  No.  8  (August  1944),  p,  9,  table  2. 
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represented  only  about  one-eighth  of  the  total,  and  in  1941,  a  little 
less  than  one-sixth. 

Applicants  for  Account  Numbers 

In  the  fiscal  year  1943-44,  about  5.8  million  new  accounts  were  estab- 
lished for  workers  who  were  entering  or  expected  to  enter  the  covered 
labor  force.  Some  3.9  million,  or  three-fifths,  were  for  women,  many 
of  whom  may  leave  gainful  work  within  a  few  years  to  manage  their 
household  affairs.  By  the  end  of  the  year,  it  is  estimated,  67  percent 
of  the  total  population  aged  14  years  and  over  held  social  security 
accounts.  In  each  quarter,  women  outnumbered  men,  and  as  of  June 
30,  women  account  holders  represented  53  percent  of  all  girls  and 
women  aged  14  or  over  and  were  39  percent  of  the  total  number  of 
persons  holding  accounts.  With  the  greater  employment  opportuni- 
ties for  Negroes  in  wartime,  this  racial  group  also  has  formed  an 
increasing  percentage  of  applicants  for  account  numbers.  As  com- 
pared with  1942-43,  applications  of  boys  and  men  declined  at  all  ages 
except  under  15  years,  chiefly  because  so  many  men  already  held 
accounts. 

Financing  the  Program 

Workers  in  covered  employment  contribute  1  percent  of  their  earn- 
ings in  covered  employment  up  to  $3,000  a  year;  their  employers  con- 
tribute 1  percent  of  taxable  pay  roll.  (The  scheduled  increase  to 
2  percent  for  1944  was  postponed  for  another  year  by  congressional 
action.  Public  Laws  Nos.  211  and  235,  T8th  Congress.)  Amounts 
equivalent  to  contributions  collected  are  deposited  in  the  old-age  and 
survivors  insurance  trust  fund,  which  has  been  growing  rapidly — 
from  $267  million  at  the  end  of  the  fiscal  year  1936-37  to  $5,446  million 
by  June  30,  1944.  The  balance  in  the  trust  fund  totaled  about  $80 
per  worker  with  wage  credits  under  the  program  and  about  twice  as 
much  per  worker  fully  or  currently  insured. 

The  trust  fund  represents  assets  accumulated  to  meet  current  and 
future  obligations.  In  terms  of  beneficiaries  now  on  the  rolls  and  the 
increasing  numbers  who  will  receive  benefit  awards,  the  protection 
afforded  by  small  contributions  is  often  very  large.  In  the  not  unusual 
case  of  one  deceased  worker,  contributions  of  $145  from  the  employee 
and  an  equal  amount  from  his  employers  have  resulted  in  pavments 
of  $58.49  a  month  to  his  widow  and  two  children.  The  family  s  bene- 
fits may  continue  at  this  rate  for  14  years  until  the  older  child  reaches 
age  18,  th^n  at  $41.78  a  month  for  the  widow  and  younger  child  until 
the  latter  reaches  age  18.  If  the  widow  has  not  remarried,  she  will 
be  eligible  for  benefits  of  $25.07  a  month  from  age  65  until  her  death. 
In  all,  this  family  may  receive  $15,000. 

All  financial  operations  of  the  system  recorded  increases  in  1943-44. 
Contributions  collected  rose  14  percent.  The  percentage  increase  was 
about  half  that  in  the  preceding  year  because  the  expansion  of  indus- 
trial and  commercial  employment  slowed  down.  Moreover,  because 
of  higher  wages  and  steadier  employment,  more  workers  received  earn- 
ings in  excess  of  $3,000;  only  the  first  $3,000  in  a  year  is  taxable  to 
the  worker,  and  an  employer  pays  on  no  more  than  $3,000  for  a  given 
employee  in  a  year.  Interest  on  the  trust  fund  investments  amounted 
to  $103  million  in  1943-44  as  conqiared  with  $87  million  a  year  earlier, 
an  increase  of  a  little  less  than  20  percent.     Expenditures  from  the 
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fund  rose  to  $185  million  for  monthly  benefits  and  lump-sum  pay- 
ments and  to  $33  million  for  administration,  increases  from  1942-43 
of  24  and  19  percent,  respectively.  In  each  of  those  years  the  com- 
bined expense  of  the  Social  Security  Board  and  Treasury  Department 
in  administering  the  system  was  less  than  50  cents  per  worker  with 
wage  credits.  The  Board's  cost  for  maintaining  a  worker's  wage 
record  was  17  cents,  as  compared  with  18  cents  in  1942-43 — a  differ- 
ence which  would  have  been  even  greater  if  overtime  staff  services 
had  been  compensated  throughout  the  earlier  year.  In  1943^4,  total 
expenditures  of  the  Social  Security  Board  and  the  Treasury  Depart- 
ment for  administering  this  program  represented  only  2.5  percent  of 
the  contributions  collected. 

At  the  end  of  June  1944,  the  old-age  and  survivors  insurance  trust 
fund  held  investments  of  $5,409  million,  of  which  $4,386  million  was 
in  special  Treasury  notes,  $643  million  in  2i/^-percent  publicly  offered 
Treasury  bonds,  and  $380  million  in  special  certificates  of  indebtedness. 
The  rate  of  interest  on  fund  holdings  was  2.195  percent  on  June  30, 1944, 
as  compared  with  2.258  percent  a  year  earlier. 

Unemployment  Insurance 

The  striking  results  of  full  employment  on  the  State  unemployment 
compensation  systems  can  be  measured,  as  in  old-age  and  survivors 
insurance,  by  increases  in  workers  with  wage  credits,  in  contributions 
collected  on  wages  in  covered  employment,  and  in  trust  fund  assets  to 
meet  future  obligations.  Unemployment,  and  particularly  unemploy- 
ment compensable  under  State  laws,  had  shrunk  to  such  small  propor- 
tions that  1943^4  totals  for  initial  claims,  number  of  different  bene- 
ficiaries, weeks  compensated,  and  benefits  paid  were  less  than  half  the 
totals  for  the  previous  year  and  read  like  fiscal-year  figures  for  New 
York  State  or  California  alone  before  the  defense  program  began. 

In  1943^4,  about  1.5  million  initial  claims  for  benefits  were  filed; 
slightly  more  than  half  a  million  workers  received  benefit  payments 
amounting  to  about  $61.0  million  for  4.4  million  weeks  of  compensated 
unemployment,  or  an  average  of  about  8.3  weeks  per  beneficiary.  On 
the  average,  each  beneficiary  received  about  $115,  or  somewhat  less  than 
$14  a  week  in  benefits.  California,  Illinois,  and  New  York  combined, 
with  less  than  a  third  of  the  workers  with  1943  wage  credits,  paid 
almost  half  the  beneficiaries  in  the  fiscal  year  and  about  43  percent 
of  the  total  amount  of  benefits.  The  average  number  of  weeks  com- 
pensated per  beneficiary  was  10.0  in  California,  8.5  in  New  York,  and 
6.6  in  Illinois. 

Fiscal-year  collections  of  unemployment  compensation  contribu- 
tions under  the  51  State  laws  amounted  to  $1,353  million,  about  11 
percent  more  than  in  the  year  preceding.  Because  of  the  general 
drop  in  benefit  expenditures,  benefits  represented  only  4.5  percent 
of  contributions,  less  than  a  third  the  ratio  in  1942-43;  in  1939-40, 
the  last  fiscal  year  unaffected  by  war  influences,  benefits  were  56.5 
percent  of  current  collections.  Funds  available  for  benefits  on  June 
30,  1944,  amounted  to  nearly  $5.4  billion,  or  about  $120  per  worker 
with  wage  credits  in  1943.  On  a  Nation-wide  basis,  therefore,  funds 
available  for  benefits  would  finance  payments  for  all  covered  workers 
at  the  average  benefit  rate  and  duration  in  the  fiscal  year  1943-4:4. 
States  differ  widely,  however,  in  nearly  all  factors  which  control  rel- 
ative income,  expenditures,  and  resources  for  unemployment  insur- 
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ance.  The  fact  that  some  employers  in  41  States — taking  credit  for 
wartime  reductions  in  unemployment — paid  contributions  at  reduced 
rates  under  the  experience-rating  provisions  of  State  laws,  reduced 
total  collections  in  1943-44  by  about  $484  million  from  what  would 
have  been  collected  under  the  normal  2.7-percent  rate.  On  the  other 
hand,  special  war-risk  contributions  collected  in  10  States  served  to 
augment  collections  by  about  $53  million. 

Claims  and  Benefits 

Generalizations  on  developments  in  State  unemployment  compensa- 
tion programs  in  the  fiscal  year  1943-44  need  many  qualifications. 
No  two  State  unemployment  compensation  laws  are  identical,  and 
employment  conditions  likewise  differed.  One  State  (Wyoming) 
paid  no  benefits  in  September  1943  and  had  onl}^  33  different  bene- 
ficiaries in  the  fiscal  year.  Although  the  number  of  beneficiaries  was 
less  than  in  1942-43  in  every  State,  the  drop  was  only  2  percent  in 
the  District  of  Columbia  and  15  percent  in  Alaska,  as  compared  with 
more  than  75  percent  in  such  widely  scattered  and  diverse  States  as 
New  Mexico,  Wyoming,  and  Delaware.  Though  percentage  differ- 
ences between  operations  in  the  2  years  were  very  large  in  some  States, 
the  significance  was  limited  because  all  actual  figiu'es  were  relatively 
small. 

Claims  for  henefts. — For  the  country  as  a  whole,  initial  claims  for 
benefits  filed  in  June  were  nearly  35  percent  fewer  than  in  June  1943. 
The  national  average,  however,  masks  differences  among  the  States 
ranging  from  an  increase  of  82  percent  in  Michigan  to  a  decline  of  80 
percent  in  Maryland.  Initial  claims  filed  in  a  month  approximate 
the  number  of  workers  who  become  unemployed  and  believe  them- 
selves entitled  to  benefits ;  some  who  file  will  be  found  ineligible,  and 
some  will  get  new  jobs  during  their  waiting  period  before  benefits 
are  payable.  The  number  filed  in  a  month  is  affected  not  only  by  loss 
of  jobs  but  also  by  administrative  factors,  such  as  the  beginning  of  a 
new  benefit  year  under  the  State  law.  Continued  claims,  which  re- 
flect both  waiting-period  weeks  and  weeks  of  compensable  unemploy- 
ment, were  nearly  29  percent  fewer  in  June  1944  than  in  June  1943. 
States  differed  widely;  the  number  of  continued  claims  more  than 
doubled  in  Alaska,  Connecticut,  and  Michigan,  and  declined  74  per- 
cent in  Georgia. 

Interstate  claims  and  benefits  have  increased  in  proportion  to  the 
total  as  compared  with  previous  years,  for  many  workers  have  left 
the  States  in  which  they  had  acquired  benefit  rights  to  take  work  in 
another  State  where  later  they  became  unemployed  and  filed  their 
claims.  The  volume  of  these  claims  will  probably  increase  greatly 
when  workers  laid  off  from  war  plants  return  to  the  States  in  which 
they  have  home  ties. 

The  Board  was  increasingly  concerned  during  the  year  over  the 
number  and  severity  of  disqualifications  imposed  by  States  which 
deny  or  curtail  benefits  to  workers  who  leave  jobs  for  compelling  per- 
sonal reasonSj  such  as  the  need  to  move  to  another  locality  beyond 
commuting  distance  from  their  former  work  or  inability  to  continue 
on  a  night  shift  because  of  responsibilities  for  young  children.  The 
increasing  harshness  of  disqualifications  imposed  in  some  States  has 
tended  to  warp  the  basic  principle  of  unemployment  insurance.  The 
fact  that  a  worker  is  unemployed  through  no  wish  or  fault  of  his  own 
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and  is  seeking  a  job — the  accepted  basis  for  unemployment  insur- 
ance— is  often  held  insufficient  ground  for  paying  him  the  benefits  to 
which  he  would  be  entitled  on  the  basis  of  his  past  employment  and 
earnings :  proof  is  required  increasingly  that  his  unemployment  is 
due  to  the  employer  or  the  job,  rather  than  to  personal  or  family 
grounds  outside  his  control.  In  States  which  have  reported  statistics 
on  disqualifications,  the  number  represents  a  substantial,  and  in  some 
States  very  large,  proportion  of  all  new  claims  allowed.  The  accom- 
panying increase  in  the  severity  of  penalties  imposed  on  disqualified 
workers  is  discussed  earlier  in  this  report.  By  the  end  of  the  fiscal 
year,  28  States  canceled  part  or  all  of  the  wage  credits  of  workers 
who  were  disqualified  for  voluntary  quit,  misconduct,  or  refusal  of 
suitable  work.  In  contrast,  only  6  of  the  original  State  laws  pro- 
vided for  cancelation  of  benefit  rights;  the  remainder  merely  post- 
poned payment  of  benefits.  Only  7  of  the  original  State  systems,  as 
compared  with  20  at  present,  required  proof  that  unemployment  was 
due  to  the  employer  or  the  job. 

Beneficiaries. — The  average  weekly  number  of  beneficiaries  in  the 
fiscal  year  was  82,000,  as  compared  with  269,000  in  the  year  preced- 
ing and  803,000  in  1940-41.  In  this,  as  in  all  other  respects,  changes 
for  the  year  differed  greatly  among  the  States.  In  the  country  as  a 
whole,  the  benefit  roll  was  at  its  fiscal-year  peak  (112,000)  in  March 
1944  and  at  its  lowest  point  in  November  1943,  when  the  average 
weekly  number  of  beneficiaries  was  just  half  as  much — 56,000,  the 
record  low.  State  studies  during  the  war  have  shown  that  persons 
on  the  unemployment  benefit  rolls  include,  as  would  be  expected,  a  dis- 
proportionately large  number  of  women,  older  men,  and  handicapped 
persons.  These  groups  comprise  many  inexperienced  persons  and 
others  who  are  the  first  to  be  laid  off  when  operations  are  cut  down 
and  the  last  to  get  a  new  job. 

The  number  of  new  workers  and  of  very  young  and  old  persons 
who  have  been  drawn  into  the  wartime  labor  force  also  explains  why 
unemployment  benefits  compensated  a  smaller  proportion  of  all  unem- 
ployment than  in  earlier  years.  During  the  months  of  the  fiscal  year, 
beneficiaries  represented  from  6  to  13  percent  of  the  estimated  total 
number  of  unemployed  persons.  Some  of  the  unemployed  were 
youngsters  just  out  of  school  arid  looking  for  their  first  jobs ;  others, 
housewives  or  others  who  worked  only  intermittently.  Such  persons 
generally  lacked  the  prior  employment  and  earnings  necessary  to 
qualify  them  for  benefits.  So  also  did  workers  who  regularly  depend 
on  earnings  but  whose  former  jobs  had  been  in  farming,  domestic 
service,  or  other  noncovered  employment ;  many  of  these  workers  had 
had  too  brief  a  time  in  covered  jobs  to  gain  the  wage  credits  required 
under  the  State  unemployment  compensation  law.  Wartime  factors 
thus  explain  the  lack  of  insurance  protection  for  some  unemployed 
persons.  Even  in  ordinary  times,  however,  the  coverage  restrictions 
and  other  provisions  of  the  State  laws  result  in  the  fact  that  a  large 
proportion  of  the  unemployment  incurred  by  workers  over  a  year 
carries  no  benefits  under  the  State  systems  or  any  other  form  of 
unemployment  insurance. 

The  number  of  workers  with  wage  credits  under  State  laws  was 
3.5  percent  higher  in  1943  than  in  1942;  the  change  ranged  from  an 
increase  of  14  percent  in  Louisiana  to  a  drop  of  24  percent  in  Idaho. 
Moreover,  while  the  amount  of  all  wage  and  salary  payments  in  the 
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United  States  was  26  percent  higher  in  1943  than  in  1942,  the  pro- 
portion covered  by  State  unemployment  compensation  laws  declined 
from  G9  percent  to  65  percent.  This  shrinkage  is  due  to  the  increasing 
proportion  of  the  total  attributable  to  Federal  pay  rolls,  including- 
payof  the  armed  forces. 

Weeks  of  unemployin'ent  compen^sated. — The  duration  of  compensa- 
ble unemployment  depends  both  on  the  availability  of  new  jobs  when 
workers  become  unemployed  and  on  the  duration  of  benefits  for  which 
they  qualify  individually.  The  average  of  8.3  weeks  per  beneficiary 
for  the  United  States  as  a  whole  in  1943-44  covers  a  range  in  State 
averages  from  11.7  in  Nevada  to  4.9  in  Connecticut  among  the  49 
States  for  which  this  ratio  can  be  computed.  In  1939-40,  the  last  year 
unaffected  by  war  factors,  about  half  the  beneficiaries  exhausted  their 
rights  to  insurance  before  they  found  new  jobs.  The  number  of  cases 
in  which  workers  exhausted  benefit  rights  in  1943^14  ranged  from  55 
percent  in  Texas  to  7  percent  in  the  State  of  Washington. 

Beneiit  pay-ments. — ^The  total  of  $61.0  million  in  benefit  payments 
under  State  unemployment  compensation  laws  in  1943-44  was  only 
about  a  third  of  the  amount  for  the  preceding  fiscal  year  and  less  than 
a  sixth  of  that  for  1941-42.  Among  the  States,  the  declines  from 
1942-43  ranged  from  about  85  percent  in  New  Mexico  to  less  than  2 
percent  in  the  District  of  Columbia.  The  national  average  payment 
was  $14.96  per  week  of  total  unemployment  compensable  for  the  year, 
as  compared  with  $13.08  in  1942-43;  it  rose  from  $13.80  in  July"l943 
to  $16.07  in  June  1944.  The  average  payment  for  January-June  1944 
for  total  unemployment  ranged  from  $19.68  in  Hawaii  to  $7.19  in 
North  Carolina. 

In  1943-44,  benefit  expenditures  in  only  four  States  (Arkansas, 
Kansas,  Rhode  Island,  Tennessee)  exceeded  the  interest  paid  on  the 
State's  account  in  the  Federal  unemployment  trust  fund.  The  fact 
that  all  States  could  substantially  increase  their  holdings  and  that 
only  four  needed  to  draw  on  contributions  collected  from  employers 
during  the  period  reflects  many  interrelated  factors  besides  the  high 
levels  of  employment  attributable  mainly  to  Federal  contracts  lor 
war  materiel.  Of  the  51  jurisdictions,  2  pay  benefits  for  no  more  than 
14  weeks  to  any  eligible  worker,  and  only  15  pay  uniform  duration  of 
benefits  to  all  eligible  workers ;  2  have  no  specified  minimum  benefit 
amount  for  total  unemployment  and  may  pay  as  little  as  $3  a  week, 
or  even  less,  to  some  totally  unemployed  workers;  only  1  pays  as  much 
as  $22  a  week  to  any  worker;  and  26  place  the  maximum  at  $15  or  $16. 
Only  the  District  of  Columbia  law  adjusts  benefits  for  dependents. 

Financing  the  Program 

The  unemployment  trust  fund  at  the  end  of  June  1944  held  more 
than  $5,380  million  to  the  credit  of  State  unemployment  compensa- 
tion systems,  as  compared  with  $4,003  million  a  year  earlier.  In  the 
fiscal  year.  State  deposits  totaled  $1,350  million  and  withdrawals  for 
benefit  payments,  $60  million.  Federal  interest  on  State  balances 
amounted  to  $89  million.  The  average  rate  of  interest  on  investments 
held  on  June  30,  1944,  was  1.903  percent,  as  compared  with  1.891 
percent  a  year  earlier.  Funds  availaljle  for  benefits  as  of  June  30, 1944, 
totaled  $5,389  million,  including  amounts  in  State  clearing  accounts 
and  benefit-payment  accounts  as  well  as  deposits  in  the  trust  fund. 

Funds  available  for  benefits  represented  relatively  very  different 
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amounts  for  different  States,  according  to  the  time  when  the  State 
system  began  operation,  the  effective  rates  of  contributions  in  States 
where  experience-rating  provisions  are  in  effect,  benefit  provisions 
under  State  uneinployment  compensation  laws,  and  the  course  of 
unemployment  within  the  State  over  the  whole  period  of  operation  of 
the  system.    As  of  June  30, 1944,  the  reserve  in  New  Jersey  represented 

Chart  10. — Average  weekly  benefit  for  total  unemployment,  by  State,  January- 
June  1944 
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$181  per  worker  with  1943  wage  credits ;  at  the  other  end  of  the  range, 
Mississippi  had  about  $50  per  worker  with  1943  wage  credits.  Fed- 
eral provision  of  unemph)yment  allowances  for  veterans  has  very  con- 
siderably lightened  actual  or  potential  obligations  on  State  funds. 
The  continued  accumulation  of  reserves  despite  the  lowering  of  the 
average  contribution  rate  through  experience  rating  seems  clear  assur- 
ance that  States  can  afford  to  make  needed  changes  in  benefit  provi- 
sions, particularly  by  extending  duration  of  benefits  and  providing 
uniform  duration  for  all  eligible  workers. 

Collections  under  the  Federal  Unemployment  Tax  Act  amounted  to 
$180  million  in  1943^4,  an  increase  of  14  percent  over  1942-43.  The 
Federal  tax  provides  an  indirect  source  of  funds  to  meet  the  costs  of 
administering  State  unemployment  compensation  systems,  through 
grants  to  States  under  title  III  of  the  Social  Security  Act. 

In  1943—14  the  cost  of  unemployment  compensation  administration 
in  the  States,  which  is  borne  entirely  from  Federal  funds,  amounted  to 
approximately  $44.2  million,  exclusive  of  postage.  This  amount  was 
nearly  $1.6  million  less  than  corresponding  costs  in  the  preceding  year. 
To  some  extent  administrative  costs  can  be  reduced  with  decline  in  the 
volume  of  operations.  The  administrative  structure  and  many  opera- 
tions must  be  maintained,  however,  even  when  unemployment  is  at  a 
minimum.  Nevertheless,  further  simplifications  can  be  made  in  the 
provisions  of  State  laws  to  reduce  administrative  costs  and  also  to 
assure  more  prompt  payment  of  benefits  and  better  understanding  of 
the  program  by  employers,  workers,  and  the  general  public. 

As  a  result  of  differences  in  State  laws  and  operating  procedure,  and 
also  of  the  great  differences  among  the  States  in  concentration  of 
population  and  extent  of  industrialization,  the  relative  costs  of  admin- 
istering State  unemployment  compensation  systems  differ  greatly.  In 
1943,  for  example,  the  ratio  of  State  administrative  expenditures  to 
State  contributions  for  unemployment  compensation  was  more  than 
six  times  as  great  in  some  States  as  in  others.  Over  the  whole  period 
of  operation  of  the  Federal-State  system,  some  States  could  not  have 
met  their  administrative  costs  from  the  part  of  the  Federal  unemploy- 
ment tax  which  must  be  paid  to  the  Federal  Government  by  employers 
in  that  State — that  is,  from  the  0.3  percent  of  taxable  pay  roll  against 
which  employers  cannot  offset  their  contributions  to  the  State  system. 
In  other  States,  such  an  amount  would  have  been  more  than  enough. 
By  the  end  of  the  fiscal  year,  cumulative  Federal  collections  under  the 
Federal  Unemployment  Tax  Act,  which  are  covered  into  the  general 
fund  of  the  Treasury,  exceeded  the  cumulative  amount  which  the  Fed- 
eral Government  had  paid  to  States  for  administering  unemployment 
insurance  by  some  $500  million.  If  provision  is  made  for  reinsuring 
State  reserves  for  benefits — pooling  State  risks  of  benefit  costs  as 
administrative  costs  already  have  been  pooled — this  sum  might  well 
be  considered  as  the  basis  for  the  reinsurance  fund. 

Public  Assistance 

In  all  the  years  from  1933  to  1943,  the  Federal  Government  made 
very  large  expenditures  for  aid  to  needy  persons  through  work  pro- 
grams and  other  emergency  measures  for  public  aid  to  counter  the 
double  catastrophe  of  that  decade — depression  and  drought.  Lack 
of  work  then  was  also  the  largest  single  cause  of  the  large  expenditures 
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of  States  and  localities  for  general  assistance.  By  June  1943  all  the 
Federal  emergency  programs  had  been  terminated  and  general  assist- 
ance had  been  greatly  reduced,  as  national  defense,  then  war,  opened 
up  job  opportunities.  Throughout  the  fiscal  year  1943-44  the  three 
assistance  programs  under  the  Social  Security  Act  were  the  only  sub- 
stantial programs  of  direct  public  aid  in  which  the  Federal  Govern- 
ment participated  financially.  When  public  aid  was  at  its  peak,  these 
special  types  of  assistance  represented  only  about  15  percent  of  all 
public  aid ;  in  1943-44  they  accounted  for  nearly  90  percent.  The  dif- 
ference between  those  two  percentages  and  the  decline  in  total  public 
aid  from  the  peak  figure  of  nearly  $3.5  billion  a  year  to  less  than  $1 
billion  in  1943-44  give  a  general  picture  of  the  extent  to  which  work 
opportunities  and  other  wartime  factors  had  liquidated  dependency 
caused  by  lack  of  work. 

At  the  end  of  the  fiscal  year  1943-44,  all  51  jurisdictions  eligible  to 
participate  under  the  Social  Security  Act — the  48  States,  Alaska,  Ha- 
waii, and  the  District  of  Columbia — were  administering  old-age  as- 
sistance under  plans  approved  by  the  Social  Security  Board.  All  but 
Alaska  and  Nevada  had  such  plans  for  aid  to  dependent  children,  and 
all  but  5 — Alaska,  Delaware,  Missouri,  Nevada,  and  Pennsylvania — 
for  aid  to  the  blind.  Of  the  jurisdictions  not  collaborating  in  State- 
Federal  assistance  under  the  act,  Missouri,  Nevada,  and  Pennsylvania 
were  administering  aid  to  the  blind  under  State  laws  alone,  and  Alaska 
and  Nevada  had  such  provisions  for  dependent  children.  Assistance 
programs  for  the  needy  aged,  blind,  and  children  antedated  the  Social 
Security  Act  in  various  States  or  localities.  Beginning  with  1936,  the 
matching  Federal  grants  to  States  with  plans  approved  by  the  Social 
Security  Board  have  greatly  extended  and  strengthened  these  types  of 
assistance  and  acceptance  of  the  principle  underlying  the  act — that 
public  assistance  is  a  right  of  persons  in  need. 

In  June  1944,  more  than  2  million  needy  old  people,  more  than  one- 
fifth  of  the  total  aged  population,  were  receiving  old-age  assistance. 
Nearly  261,000  families  were  receiving  aid  in  behalf  of  some  653,000 
children,  and  assistance  payments  went  to  nearly  74,000  needy  blind  j^ 

persons.  During  the  fiscal  year,  assistance  payments  to  the  aged,  the 
blind,  and  dependent  children  totaled  $839.7  million.  General  assist- 
ance totaled  $95.2  million.  Federal  funds  met  a  little  less  than  half 
the  total  for  the  three  special  types  of  assistance — approximately  half 
the  cost  for  old-age  assistance,  the  largest  program,  34.6  percent  for 
aid  to  the  blind,  and  37.0  percent  for  aid  to  dependent  children.  In 
addition.  Federal  funds  paid  $23.7  million  or  about  42  percent  of  the 
total  expenses  of  the  States  in  administering  these  three  types  of  aid. 
General  assistance  was  financed  entirely  from  State  and  local  funds. 

Assistance  Recipients 

The  chance  to  earn,  increase  in  earnings  of  others  in  the  family, 
servicemen's  allowances,  and  similar  wartime  factors  have  made  it 
possible  for  many  recipients  to  leave  the  assistance  rolls  and  unneces- 
sary for  other  old  or  blind  people  or  families  with  children  to  ask  for 
aid.  Throughout  the  fiscal  year  1943-44  and  that  preceding,  there 
was  a  continuous,  or  nearly  continuous,  decline  in  the  recipient  rolls 
of  each  of  the  four  assistance  programs,  relatively  slight  for  old-age 
assistance  and  aid  to  the  blind  and  sharp  for  general  assistance  and 
aid  to  dependent  children.    In  June  1944,  total  recipients  of  old-age 
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assistance  represented  a  decline  of  nearly  7.5  percent  from  the  peak 
number  in  June  1942,  Only  about  two-thirds  as  many  families  re- 
ceived aid  to  dependent  children  as  in  the  peak  month,  March  1942. 
The  number  of  recipients  of  aid  to  the  blind  had  declined  about  7  per- 
cent from  the  high  point  in  September  1942.  General  assistance 
reached  its  peak  in  the  1930's  before  Federal  work  programs  were 
established;  during  the  continuous  decline  from  January  1942  through 
June  1944,  the  number  of  cases  on  the  general  assistance  rolls  dropped 
69  percent,  and  the  average  number  of  persons  per  case  was  also 
declining. 

Old-age  assistance. — Since  September  1938  all  States  and  Terri- 
tories have  been  receiving  Federal  grants  for  old-age  assistance  under 
the  Social  Security  Act.  In  June  1944,  recipients  of  old-age  assistance 
in  the  continental  United  States  represented  about  210  per  1,000  pop- 
ulation aged  65  and  over,  as  compared  with  240  per  1,000  at  the  highest 
point  in  the  recipient  rolls.  Considerable  differences  among  the 
States  resulted  from  policies  in  the  use  of  available  State  and  local 
funds,  the  amount  of  such  funds  available,  and  the  extent  of  need 
among  the  aged;  recipient  rates  in  June  1944  ranged  from  497  per 
1,000  aged  persons  in  Oklahoma  to  60  per  1,000  in  the  District  of 
Columbia. 

The  total  number  of  recipients  declined  gradually  throughout  the 
fiscal  year,  with  a  decrease  of  3,8  percent  over  the  12  months.  Any 
decline  in  the  number  of  old  people  who  apply  for  assistance  is  nota- 
ble, for  the  total  number  of  persons  aged  65  or  over  is  increasing  by 
more  than  200,000  a  year.  Moreover,  people  in  these  ages  include 
many  who,  during  the  years  of  industrial  and  farm  collapse,  were 
obliged  to  use  up  any  savings  they  had  and  have  not  themselves  had 
the  vigor  to  accumulate  other  resources.  They  also  have  had  much 
less  time  and  opportunity  than  old  people  will  have  had  in  the  future 
to  build  up  rights  to  old-age  insurance  benefits;  a  large  proportion 
of  the  population  now  old  have  spent  most  or  all  of  their  lives  in 
farming  or  other  types  of  work  which  still  are  not  covered  by  the 
insurance  system,  and  they  lack  the  skills  and  experience  needed  in 
covered  jobs,  even  if  jobs  had  been  open  to  them. 

Aid  to  dependent  children. — Of  the  652,563  children  receiving  aid 
in  June  1944,  all  but  261  were  in  States  administering  Federal  funds 
for  this  program  under  the  Social  Security  Act.  On  October  12,  1943, 
the  Board  approved  a  plan  submitted  by  Iowa  under  which  payments 
were  first  made  in  January  1944.  In  June  1944,  children  receiving 
aid  represented  16  per  1,000  children  under  age  18  in  the  continental 
United  States,  Recipient  rates  in  the  States  ranged  from  43  per  1,000 
children  in  Oklahoma  to  4  per  1,000  in  Nevada,  where  the  program  of 
mothers'  aid  is  administered  without  Federal  participation. 

For  the  country  as  a  whole,  the  number  of  families  receiving  aid 
to  dependent  children  declined  continuously  throughout  the  fiscal 
year  and  decreased  more  than  14  percent  over  the  year.  In  June  1944, 
only  four  States  were  aiding  more  families  than  a  year  earlier,  and 
only  five  showed  an  increase  in  the  number  of  children  aided.  The 
largest  increases  were  in  the  two  States  with  relatively  new  plans — 
Iowa,  which  had  been  using  Federal  funds  for  aid  to  dependent  chil- 
dren for  only,  6  months,  and  Kentucky,  where  payments  under  a  plan 
approved  by  the  Board  did  not  begin  until  January  1943. 

In  many  families  which  otherwise  might  now  be  receiving  aid  to 
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dependent  children,  the  mother  or  the  children  have  had  a  chance 
to  get  paid  work  which  enabled  them  to  leave  the  assistance  rolls  or 
kept  them  from  having  to  ask  for  aid.  In  these  families,  the  incen- 
tive of  financial  independence,  patriotic  motives,  and  sometimes  the 
pressure  of  public  opinion  and  of  staff  in  assistance  agencies  have 
often  led  to  decisions  which  are  unwise  in  the  long  run  for  either  the 
family  or  the  community.  In  taking  work  outside  their  homes,  some 
women  have  had  to  leave  their  children  without  needed  care  or  super- 
vision, while  children  have  cut  short  schooling  which  they  need  for 
the  future.  For  some  families  with  sons  and  daughters  in  the  armed 
forces,  servicemen's  allowances  have  obviated  need  for  assistance. 

Aid  to  dependent  children  also  has  been  replaced  to  some  extent 
by  the  development  of  survivors  insurance  under  the  Social  Security 
Act.  A  worker  may  become  currently  insured  after  only  a  year  and  a 
half  in  covered  employment,  and  his  minor  children  and  their  mother 
then  are  eligible  for  survivor  benefits  if  he  dies.  By  the  end  of  the 
fiscal  year,  more  fatherless  children  were  receiving  survivor  benefits 
under  the  Social  Security  Act  than  were  receiving  aid  to  dependent 
children.  Many  of  the  children  on  the  insurance  rolls,  of  course, 
would  not  have  been  applicants  for  aid  to  dependent  children  in  any 
event,  for  insurance  benefits  are  paid  irrespective  of  the  family's 
resources.  Some  families  with  only  minimum  survivor  benefits  re- 
ceived supplementary  aid  under  the  assistance  program.  For  others, 
however,  the  relatively  small  assured  income  from  the  insurance  sys- 
tem means  the  difference  between  financial  independence  and  de- 
pendency. The  extent  to  which  either  old-age  or  survivor  benefits 
can  obviate  need  for  assistance  is  severely  limited  by  the  restriction 
of  insurance  coverage.  Because  farm  work  is  not  covered  by  the  in- 
surance program,  country  families,  with  the  largest  number  of  chil- 
dren, are  less  likely  than  city  families  to  have  this  protection. 

Aid  to  the  blind. — From  June  1943  to  June  1944  the  number  of 
recipients  of  aid  to  the  blind  declined  nearly  5  percent.  For  the  46 
States  with  plans  approved  by  the  Board,  the  total  increased  nearly 
8  percent,  largely  because  of  the  inclusion  of  the  Illinois  plan  ap- 
proved in  October  1943.  Because  two  large  State  programs  are  ad- 
ministered without  Federal  financial  participation,  only  about  78 
percent  of  the  recipients  of  aid  to  the  blind  were  in  States  receiving 
Federal  funds  for  this  purpose.  In  June  1944,  the  number  of  recipi- 
ents represented  58  persons  per  100,000  civilian  population  in  the 
continental  United  States.  State  recipient  rates  ranged  from  140  per 
100.000  in  Pennsylvania,  which  does  not  receive  funds  under  the 
Social  Security  Act,  to  9  per  100,000  in  Connecticut.  _ 

General  assistance. — The  decline  in  the  general  assistance  rolls  from 
June  1943  to  June  1944  was  substantial  (27  percent)  but  considerably 
less  than  in  the  preceding  12  months.  Available  data  indicate  that 
transfer  of  eligit3le  persons  from  general  assistance  to  the  special 
types  of  assistance  was  a  more  important  factor  in  this  decline  than 
opportunities  to  get  work.  As  in  the  special  types  of  public  assistance, 
State  figures  differed  widely.  Case  rolls  were  higher  in  June  1944 
than  a  year  earlier  in  six  States  (Alabama,  Alaska,  Louisiana,  Oregon, 
South  Carolina,  Washington),  while  eight  (Illinois,  Iowa,  New  Jer- 
sey, New  York,  North  Dakota,  West  Virginia,  Wisconsin,  Wyoming) 
reported  declines  of  30  percent  or  more.  Decline  in  general  assistance 
does  not  imply  that  all  needy  persons  are  being  cared  for,  since  some 


60 


FEDERAL  SECURITY  AGENCY 


State  programs  are  extremely  limited  in  coverage  and  in  parts  of 
some  States  this  type  of  aid  is  wholly  lacking. 

Assistance  Payments 

During  the  war  years,  improvement  in  State  and  local  fiscal  re- 


Chart  11. — Average  payment  per  recipient  under  approved  plans  for  public  as- 
sistance, by  State  and  program,  June  1944 
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sources  has  made  it  possible  for  some  States  to  give  assistance  for  the 
first  time  to  eligible  persons  who  could  not  be  aided  earlier  because 
funds  were  lacking,  or  to  improve  gravely  inadequate  levels  of  assist- 
ance. Everywhere  there  has  been  need  to  adjust  to  the  rise  in  living 
costs.  By  1943-44,  moreover,  the  liquidation  of  Federal  emergency 
programs  of  public  aid,  especially  the  food  stamp  plan  and  distribu- 
tion of  surplus  commodities,  had  removed  additional  sources  of  aid 
on  which  many  assistance  recipients  had  relied  in  earlier  years,  par- 
ticularly in  States  where  assistance  payments  are  very  low.  Trends 
in  expenditures  for  assistance,  there.fore,  have  not  paralleled  the  de- 
clines in  recipients.  Payments  to  needy  persons  under  the  four  as- 
sistance programs  in  1943-44  totaled  only  7.6  percent  less  than  the 
total  in  1940-41,  when  the  defense  program  was  beginning. 

The  total  of  $934.9  million  in  assistance  in  1943-44  was  slightly 
more  (0.7  percent)  than  in  the  preceding  year.  An  increase  in  old- 
age  assistance  and  a  slight  rise  in  aid  to  the  blind  more  than  offset 
the  sharp  decline  in  aid  to  dependent  children  and  the  drop  in  general 
assistance,  some  of  which  resulted  from  transfer  of  eligible  persons 
to  the  special  types  of  assistance.  Because  of  these  diiierences,  old- 
age  assistance  constituted  about  73  percent  of  the  total  for  the  fiscal 
year,  as  compared  with  66  percent  in  the  preceding  year,  while  aid  to 
dependent  children  represented  14  percent ;  aid  to  the  blind,  3  percent ; 
and  general  assistance,  10  percent. 

Old-age  assistance. — ^Payments  in  the  fiscal  year  ($679.0  million) 
totaled  10  percent  more  than  in  1942-43;  totals  were  higher  in  41 
States  and  lower  in  10.  Although  for  the  United  States  as  a  whole 
the  average  payment  rose  each  month  of  the  fiscal  year  and  was  more 
than  $2.80  higher  in  June  1944  than  a  year  earlier,  State  figures  show 
a  decline  over  the  year  of  more  than  $3.50  in  Kentucky  at  one  extreme 
and  a  rise  of  $9.60  in  California,  at  the  other.  The  range  in  average 
payments  in  June  1944  was  from  $47.20  a  month  in  California  to 
$10.03  in  Mississippi,  with  two  States  (California  and  Colorado) 
paying  an  average  above  the  Federal  matching  maximum  of  $40. 

Aid  to  dependent  children. — Total  payments  for  aid  to  dependent 
children  in  1943-44  ($135.5  million)  were  nearly  10  percent  less  than 
in  the  previous  year.  The  average  pajanent  per  family  rose  each 
month  from  June  1943  to  April  1944,  however,  and  in  June  1944  was 
$43.08,  a  little  more  than  $4  higher  than  a  year  earlier,  though  in  five 
States  the  average  declined.  At  the  close  of  the  fiscal  year.  State 
averages  ranged  from  $82.45  a  month  for  families  in  the  State  of 
Washington  to  $20.92  in  Mississippi. 

Aid  to  the  Mind. — Total  payments  for  aid  to  the  blind,  like  the  re- 
cipient rolls  of  this  program,  have  changed  only  slightly  over  the  past  5 
years.  The  total  for  1943-44  ($25.2  million)  was  about  1  percent 
more  than  in  the  preceding  year.  Average  payments  per  recipient 
rose  slightly  throughout  the  fiscal  year,  from  $27.07  to  $28.77;  in  June 
1944,  State  averages  ranged  from  $47.44  in  California  to  $11.64  in 
Mississippi. 

General  assistamjce. — Payments  for  general  assistance  totaled  $95.2 
million  in  the  fiscal  year,  declining,  with  occasional  interruption,  from 
$9.3  million  in  June  1943  to  $7.2  million  in  June  1944.  The  total  for 
the  fiscal  year  was  31  percent  below  that  for  1942-43.  The  average 
monthly  payment  in  June  1944  was  $27.84,  with  a  relatively  wider 
range  than  for  any  of  the  other  assistance  programs — from  $43.79  in 
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New  York  to  $7.19  in  Mississippi.  Except  for  New  Mexico,  all  the 
States  with  averao;es  below  $15  are  also  those  in  which  payments  for 
each  of  the  three  si)ecial  types  of  public  assistance  are  below  the  aver- 
ages for  the  United  States. 

Financing  Public  Assistance 

In  1943-44,  Federal  grants  to  States  under  the  Social  Security  Act 
met  41.2  percent  of  total  public  assistance  payments  in  the  United 
States  and  Territories;  State  funds  bore  45.6  percent,  and  local  funds, 

13.2  percent.  Federal  funds  met  47.6  percent  of  the  administrative 
costs  and  payments  for  old-age  assistance.  In  States  with  plans 
approved  by  the  Social  Security  Board,  Federal  funds  represented 

38.3  percent  of  the  expenditures  for  assistance  and  administration  for 
aid  to  dependent  children,  and  47.5  percent  of  similar  costs 
for  aid  to  the  blind.  The  lower  proportion  of  Federal  aid  for  de- 
pendent children  results  in  considerable  part  from  the  lower  maximum 
for  Federal  matching — for  aid  to  dependent  children,  a  Federal-State 
total  of  $18  a  month  for  the  first  child  and  $12  for  each  additional 
child  aided  in  the  same  home,  as  compared  with  $40  a  month  for  a 
recipient  of  old-age  assistance  or  aid  to  the  blind.  Federal  funds  bore 
no  part  of  the  $95.2  million  paid  in  general  assistance  or  of  the  $5.7 
million  paid  in  aid  to  the  blind  and  dependent  children  in  States  which 
did  not  request  Federal  funds  under  the  Social  Security  Act  in  1943-44. 

The  amounts  of  the  Federal  grants  for  public  assistance  depend 
on  the  amounts  States  themselves  make  available  for  Federal  match- 
ing. Federal  grants  certified  in  the  fiscal  year  total  $340.8  million  for 
old-age  assistance,  $54.4  million  for  aid  to  dependent  children,  and 
$9.7  million  for  aid  to  the  blind.  Of  this  total  of  $404.9  million,  only 
8.4  percent  went  to  10  States  which  had  17.4  percent  of  the  population 
but  were  lowest  in  per  capita  income  in  1943.  Moreover,  State  eligi- 
bility conditions  and  other  statutory  or  administrative  provisions  of 
State  plans  vary  widely,  with  resulting  differences  in  the  coverage  of 
the  State  programs,  the  levels  of  payments,  and  the  relative  amounts  of 
Federal  funds  claimed  by  the  State. 

Eligibility  Conditions 

In  the  administration  of  the  special  types  of  public  assistance  under 
the  Social  Security  Act,  both  the  chances  of  an  individual's  receiving 
aid  and  the  amount  which  he  gets  depend  greatly  on  the  State  in  which 
lie  files  his  application.  In  many  States,  conditions  not  required  by 
the  Federal  act  exclude  otherwise  eligible  applicants  for  aid  and  keep 
the  State  from  obtaining  the  Federal  funds  otherwise  available  to  aid 
needy  persons  within  their  borders. 

Unless  an  applicant  is  a  citizen  of  the  United  States,  or  has  signified 
intention  of  becoming  a  citizen,  or  has  lived  in  the  United  States  for 
10  years  or  more,  he  is  denied  old-age  assistance  in  26  States  or  aid 
to  the  blind  in  7  of  the  States  with  approved  plans.  States,  however, 
may,  if  they  wish,  use  Federal  funds  for  needy  aliens,  as  25  States  are 
doing  for  old-age  assistance  and  37  for  aid  to  the  blind.  In  24  States 
with  approved  plans,  a  needy  blind  person  is  denied  aid  to  the  blind  if 
he  is  under  16, 18,  or  21  years  of  age,  while  in  22  States  Federal  funds 
are  used  for  aid  to  the  blind  without  regard  to  the  recipient's  age.  In 
13  States  a  child  cannot  qualify  for  or  continue  to  receive  aid  to 
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dependent  children  unless  he  is  under  age  16,  even  though  he  may  still 
be  at  school;  with  slight  differences  in  their  requirements,  36  States 
are  using  their  opportunity  to  obtain  Federal  funds  under  the  Social 
Security  Act  for  needy  school  children  aged  16  and  17. 

An  otherwise  eligible  applicant  for  aid  is  denied  old-age  assistance 
in  35  States  if  he  cannot  meet  the  maximum  residence  requirement 
(the  year  preceding  application  and  4  other  years  out  of  the  last  9) 
permitted  in  the  Social  Security  Act  as  a  condition  for  approval  of  a 
State  plan.  The  same  maximum  is  imposed  for  aid  to  the  blind  in  20 
of  the  States  with  approved  plans,  and  in  10  additional  States  this 
maximum  is  imposed  unless  an  applicant  became  blind  while  a  resi- 
dent of  the  State.  Twenty-seven  States  impose  the  upper  Federal 
limit  on  residence  requirements  for  aid  to  dependent  children  (the 
year  immediately  preceding  application  for  the  mother  and  the  child 
or  for  the  mother  alone  if  the  child  was  born  during  the  year).  Some 
States,  on  the  other  hand,  are  making  wider  use  of  their  opportunities 
to  claim  Federal  matching  in  payments  to  needy  persons.  Rhode 
Island  has  no  residence  requirement  for  any  form  of  assistance.  Nine 
States  require  only  a  year's  residence  for  old-age  assistance,  and  11 
only  a  year  for  aid  to  the  blind ;  2  of  these  latter  waive  the  requirement 
if  the  applicant  became  blind  while  a  resident  of  the  State. 

Several  States  require  liens  on  the  property  of  recipients,  although 
the  Federal  act  has  no  such  condition.  In  some  States,  assistance  is 
denied  if  relatives  are  financially  able  to  support  the  applicant,  even 
if  they  fail  to  do  so.  There  is  no  parallel  for  this  requirement  in  the 
Social  Security  Act;  the  recipient  of  assistance  must  be  "needy"  if 
Federal  funds  are  to  be  used  in  his  behalf,  and  his  resources  must  be 
taken  into  account  in  determining  the  existence  and  extent  of  his 
need,  but  the  Board  has  stressed  the  point  that  resources  should  be 
actual  rather  than  merely  potential. 

The  Right  to  Assistance 

The  Social  Security  Act  represents  a  long  step  forward  in  establish- 
ing the  right  of  a  needy  person  to  public  aid.  That  principle  is  in- 
herent in  the  act's  requirement  that  assistance  must  be  given  in  the 
form  of  a  money  pajanent.  which  the  recipient  is  free  to  use  as  he  deems 
best ;  in  the  requirement  that  a  State  plan  provide  opportunity  for  a 
fair  hearing  of  persons  whose  applications  are  denied ;  and  the  require- 
ment that  safeguards  be  provided  to  restrict  the  use  or  disclosure  of 
information  concerning  applicants  and  recipients  to  purposes  directly 
connected  with  administration  of  the  program. 

The  preceding  pages  indicate  some  of  the  barriers  which  hinder 
or  block  full  realization  of  the  right  of  the  needy  to  aid — lack  of 
funds,  restrictions  on  eligibility,  and  inadequate  standards  of  assist- 
ance. Several  of  these  barriers — the  basis  and  scope  of  Federal 
financial  participation  in  assistance  and  the  inadequacy  of  provi- 
sion for  medical  services — have  been  discussed  earlier  in  this  report. 
Other  types  of  problems  arise  in  administrative  procedures.  Special 
problems  arise,  for  example,  in  meeting  the  need  of  persons  who 
require  particular  housekeeping  or  other  services  in  addition  to 
the  money  payment,  or  the  need  of  recipients  whose  physical  or 
mental  condition  becomes  such  that  they  require  guardianship  or 
can  best  be  aided  through  institutional  care.  These  problems  have 
continued  to  engage  the  attention  of  the  Board  and  of  many  States 
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during  the  past  year.  Several  States  have  asked  for  advice  and  aid 
in  making  applicants  and  recipients  better  aware  of  their  rights  to 
appeal  from  agency  decisions  and  in  establishing  more  informal  and 
effective  piocedures  for  conduct  of  hearings.  This  also  is  an  area 
in  which  study  and  development  are  needed. 

Administering  Social  Security  Programs 

The  Social  Security  Board  maintained  throughout  the  fiscal  year 
1943-44  the  organization  and  responsibilities  described  in  the  Eighth 
Annual  Report.  Its  membership  likewise  was  unchanged:  Arthur 
J.  Altmeyer  of  Wisconsin  continued  as  Chairman  of  the  Board,  and 
George  E.  Bigge  of  Rhode  Island  and  Ellen  S.  Woodward  of  Missis- 
sippi as  the  two  other  members.  Oscar  M.  Powell  of  Texas  continued 
to  serve  as  Executive  Director.  Major  organizational  units  are  shown 
on  page  iv. 

Appropriations  and  Expenditures 

Federal  appropriations  for  the  fiscal  year  for  programs  admin- 
istered by  the  Board  on  a  solely  Federal  basis  or  in  cooperation  with 
the  States  amounted  to  $476.7  million,  or  about  5  percent  less  than 
for  1942-43.  Of  this  sum,  which  includes  about  $4.1  million  trans- 
ferred by  the  War  Manpower  Commission  as  reimbursement  to  States 
for  administrative  ex]3enses  incurred  for  the  U.  S.  Employment  Serv- 
ice, nearly  $449.8  million,  or  94  percent,  was  appropriated  for  grants 
to  States  for  public  assistance  and  for  unemployment  compensation 
administration.  Including  amounts  allotted  from  appropriations 
to  the  Federal  Security  Agency,  $27  million,  or  about  6  percent,  was 
appropriated  for  salaries,  travel,  and  general  expenses  of  the  Board's 
central,  area,  regional,  and  field  offices. 

Administrative  expenses  of  the  Board  during  the  year  were  $1  million 
less  than  the  amount  appropriated;  in  its  9  years  of  operation  the 
Board  has  saved  a  total  of  about  $24  million  from  its  annual  admin- 
istrative budgets.  Such  savings  have  resulted  from  unremitting 
efforts  to  find  simpler,  more  effective,  and  less  costly  methods  of 
doing  each  job  and,  during  the  war,  from  inability  to  recruit  needed 
personnel  and  postponement,  whenever  possible,  of  ultimately  neces- 
sary outlays  for  equipment  and  materials.  Some  of  these  wartime 
cuts,  while  essential  in  present  circumstances,  could  not  be  continued 
indefinitely  without  threat  to  the  rights  of  individuals  for  whom  the 
social  security  program  was  established. 

Total  administrative  expenses  of  the  Board  declined  7  percent  from 
1942^3;  its  pay  roll  dropped  7  percent,  travel  expenses  nearly  14 
percent,  and  general  expenses  9  percent.  The  smaller  decrease  in 
salaries  than  in  the  other  two  categories  resulted  from  overtime  pay, 
other  statutory  provisions  for  sahiry  increases,  and  the  relatively 
greater  loss  of  younger  and  lower-salaried  personnel  to  the  armed 
forces  and  other  Federal  agencies.  Of  the  Board's  administrative 
expenses  in  1943-44,  $23.1  million,  or  89  percent,  represented  admin- 
istrative costs  of  old-age  and  survivors  msurance,  reimbursed  from 
the  old-age  and  survivors  insurance  trust  fund.  Thus,  only  $2.8 
million  represented  a  final  charge  against  general  Federal  revenues. 

Grants  certified  to  States  for  public  assistance  payments  and  admin- 
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istration  rose  to  nearly  $405  million,  because  States  provided  larger 
amounts  than  in  preceding  years  to  be  matched  by  Federal  grants 
for  old-age  assistance  and  aid  to  the  blind.  Total  Federal  grants  for 
aid  to  dependent  children  declined  by  $13.5  million,  to  $54.4  million. 
Of  the  total  Federal  funds  certified  to  States  for  public  assistance, 
about  84  percent  went  for  old-age  assistance,  less  than  14  percent  was 
for  aid  to  dependent  children,  and  about  2  percent  for  aid  to  the 
blind. 

In  1943-44  the  Board  certified  $36.1  million  for  unemployment 
compensation  administration.  This  sum  included  grants  from  the 
$4.1  million  transferred  to  the  Board  by  the  War  Manpower  Com-  . 

mission  to  reimburse  States  for  services  and  facilities  of  the  State  \ 

unemployment  compensation  agencies  in  operations  of  the  USES, 
and  $900,000  for  postage.  Amounts  certified  during  this  fiscal  year 
are  not  comparable  with  certifications  in  previous  years  because  of 
differences  in  administering  and  financing  employment  services. 

Expenditures  of  sums  from  the  President's  Emergency  Fund  allo- 
cated for  civilian  war  benefits,  civilian  war  assistance,  and  aid  to  enemy 
aliens,  described  later,  are  not  included  here  or  in  table  2. 

Board  Personnel 

As  of  June  30,  1944,  the  Board  had  10,045  employees,  of  whom  a 
little  more  than  half  were  in  the  central  offices  in  Washington  and 
Baltimore  and  the  rest  in  the  area,  regional,  and  field  offices  which 
comprise  the  decentralized  field  organization.  As  of  June  1944,  2,750 
employees  of  the  Board  were  on  military  leave  without  pay.  In  all, 
about  5,700  persons  have  rights  to  reemployment  with  the  Board 
because  of  military  leave  or  war-emergency  transfers  to  other  govern- 
ment jobs  or  private  employment.  The  staff  at  the  end  of  the  year  was 
smaller  by  540  than  a  year  earlier  and  nearly  one-fifth  less  than  in 
January  1943,  when  the  Board  was  carrying  the  same  responsibilities. 
The  lengthening  of  the  workweek  in  December  1942  from  44  to  48 
hours  has  helped  in  adjusting  to  smaller  staff.  On  the  other  hand, 
many  of  the  employees  obtained  to  replace  experienced  personnel  who 
left  for  the  armed  forces  or  emergency  agencies  have  had  little  or  no 
prior  training  or  experience  in  operations  such  as  those  maintained  by 
the  Board.  Only  through  intensive  training  on  the  job  and  through 
developing  and  applying  methods  of  job  analysis  and  work  simplifica- 
tion has  it  been  possible  to  keep  work  current. 

In  the  largest  area  of  Federal  administration,  old-age  and  sur- 
vivors insurance,  wartime  factors  and  the  continuing  rise  in  the  bene- 
ficiary rolls  caused  large  increases  in  work  loads.  The  expansion  of 
employment  during  the  war  increased  the  number  of  wage  items  re- 
ceived from  a  peacetime  level  of  135  million  during  the  fiscal  year 
1940-41  to  196  million  in  1943-44,  and  the  benefit  rolls  had  grown  from 
103,000  to  998,000  during  the  same  period.  Nevertheless,  the  number 
of  employees  concerned  with  this  program  was  substantially  less  in 
1943-44  than  in  the  earlier  year.  This  reduction  was  accomplished 
in  the  face  of  a  loss  of  2,400  experienced  persons  to  the  armed  forces 
and  very  heavy  turn-over  among  the  newer,  inexperienced  personnel 
that  replaced  them. 

With  the  approval  of  the  Civil  Service  Commission,  the  Board  un- 
dertook direct  recruiting  of  operators  for  old-age  and  survivore 
insurance  wage-record  machines  and,  later,  also  of  stenographers, 
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typists,  and  other  persons  who  might  serve  at  least  part  time.  These 
efforts  and  on-the-job  training  have  made  it  possible  to  handle  the 
record  volume  of  wage  items,  the  increasing  number  of  benefit  claims, 
and  adjustments  such  as  changes  in  address,  payment  status,  and  the 
like.  These  adjustments  had  to  be  made  during  the  year  at  the  rate  of 
14  actions  for  every  15  beneficiaries  on  the  increasing  rolls.  So  far  as 
possible,  machines  have  been  used  to  replace  laborious  clerical  record- 
ing. Because  of  the  shortage  of  trained  personnel  in  Baltimore's  criti- 
cal manpower  area,  initial  operations  on  about  one-third  of  the  wage 
records  are  now  being  performed  in  area  offices  in  Philadelphia,  Chi- 
cago, and  New  Orleans. 

¥ield  Organization 

Substantia]  economies  were  effected  early  in  the  fiscal  year  (Septem- 
ber 1, 1943)  by  consolidating  the  two  regional  offices  wdiich  served  New 
York,  Pennsylvania,  New  Jersey,  and  Delaware.  The  saving  in  rent 
and  the  elimination  of  28  positions  amounted  to  about  $100,000  a  year. 
Decentralization  of  responsibilities  to  regional  offices  was  continued. 
These  offices  now  carry  effectively  many  personnel,  pay-roll,  and  other 
management  functions  formerly  maintained  in  Washington. 

Consolidation  of  field  offices  reduced  the  total  number  from  471  on 
June  30,  1943,  to  436  a  year  later.  To  maintain  at  least  part-time 
services  to  workers,  employers,  and  beneficiaries,  the  number  of  branch 
offices  was  increased  from  16  to  31,  but  the  number  of  stations  with 
itinerant  services  was  reduced  from  1,188  to  1,133. 

The  Board  continues  to  recognize  the  importance  of  bringing  the 
program  to  the  people  through  local  offices  and  service  points.  For 
example,  determination  of  eligibility  and  amount  of  benefits  in  more 
than  95  percent  of  the  claims  is  made  in  the  field  offices. 

Work  Simplification  and  Training 

Board  employees  have  been  called  upon  during  the  fiscal  year  to 
analyze  their  jobs  to  see  what  steps,  procedures,  and  products  are 
really  necessary  for  effective  administration.  Nearly  every  employee 
who  has  taken  part  in  this  program  has  made  at  least  one  proposal 
for  simplifying,  speeding,  or  dropping  routine  processes.  Approxi- 
mately 90  percent  of  these  proposals  have  been  adopted,  many  affect- 
ing several  areas  of  operations  and  several  units  of  the  organization. 
Employee  proposals  become  a  part  of  their  permanent  personnel 
records.  As  a  result  of  labor-saving  suggestions  and  self-questioning 
on  the  meaning,  purpose,  and  value  of  working  methods,  substantial 
savings  have  been  made  not  only  in  time  but  also  in  supplies  and  equip- 
ment. Paper  has  been  saved  by  cutting  down  tlie  number  and  size  of 
forms  and  other  publications,  by  use  of  lighter  paper  stock,  and  by 
consistent  efforts  to  write  shorter,  simpler,  and  clearer  statements. 
These  and  similar  accomplishments  have  evidenced  concretely  the 
spirit  of  cooperation  among  clerical,  supervisory,  and  executive  staff. 

Basic  training  courses,  as  in  past  years,  are  requiretl  of  all  new 
employees,  and  refresher  courses  are  given  for  those  who  need  to  im- 
prove their  technical  or  clerical  skills.  With  the  work-simplification 
techniques,  however,  all  employees  are  in  a  contiiuiing  course  of  train- 
ing, for  no  type  of  work  persists  solely  on  the  momentum  of  tradition 
or  habit. 
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Personnel  Merit  Systems  in  State  Agencies 

The  conditions  of  Federal  grants  for  both  unemployment  compensa- 
tion administration  and  public  assistance  include  methods  of  ad- 
ministration which  the  Board  finds  necessary  for  proper  and  efficient 
operation,  including  methods  relating  to  the  establishment  and  main- 
tenance of  personnel  standards  on  a  merit  basis.  Although  the  Board 
has  no  authority  over  selection,  tenure  of  office,  or  compensation  of 
any  individual  employed  by  the  State  agencies  under  such  personnel 
merit  systems,  in  carrying  out  the  responsibility  imposed  by  the  act 
it  must  establish  criteria  and  methods  for  determining  the  existence 
and  maintenance  of  State  merit  systems  and  for  evaluating  these 
systems. 

Such  evaluation  indicates  that  State  merit  systems  have  functioned 
adequately  in  spite  of  war  stresses.  Most  jurisdictions  have  been  able 
to  continue  to  make  appointments  from  established  registers  of  quali- 
fied candidates.  Wartime  difficulties  in  recruitment  have  led  to  sim- 
pler methods  of  recruiting  and  examining  candidates  and  setting  up 
registers.  As  compared  with  5'  States  in  1942-43,  only  3  States  now 
have  separate  merit  systems  for  public  assistance  and  unemployment 
compensation ;  27  others  maintain  a  joint  merit  system  for  both  pro- 
grams. In  3  States,  the  social  security  agencies  are  covered  within 
a  limited  civil-service  system.  State-wide  civil-service  systems  serve 
the  agencies  of  the  remaining  18  States;  in  several  of  these  States, 
county  welfare  units  are  served  by  a  special  departmental  merit  sys- 
tem ;  in  others,  by  a  county-wide  civil-service  system ;  and  in  a  few, 
by  both  types  of  system. 

Substantial  progress  has  been  made  toward  providing  a  genuine 
career  service  in  State  social  security  administration.  The  principles 
underlying  such  a  service  require  opportunity  for  all  qualified  persons 
to  compete  for  positions;  reasonable  assurance  of  tenure  after  a  trial 
period  which  demonstrates  satisfactory  performance;  opportunities 
for  individual  development  and  promotion  on  the  basis  of  quality  of 
performance;  and  compensation  ranges  based  on  equal  pay  for  equal 
work,  with  appropriate  steps  to  recognize  long  service  and  superior 
performance.  During  the  year,  increasing  emphasis  has  been  placed 
on  use  of  the  personnel  review  to  give  the  Board  and  the  States  an 
objective  measure  of  the  effectiveness  of  merit-system  operations, 
and  on  the  development  of  guide  materials  and  a  revised  manual  of 
merit-system  procedures. 

State  agencies  have  lost  experienced  workers  to  the  anned  forces, 
war  industries,  and  other  jobs  at  higher  rates  of  pay.  Decline  in 
staff,  even  though  offset  in  some  instances  by  reduced  work  loads, 
poses  problems  for  these  agencies  in  maintaining  current  work  loads 
and  preparing  for  the  anticipated  increase  in  beneficiaries  and  re- 
cipients following  demobilization  and  industrial  reconversion.  At 
that  time.  State  agencies  will  also  face  difficult  problems  in  reinstating 
employees  on  military  leave. 

Emergency  Programs 

The  Board  became  responsible  in  February  1942  for  administering 
two  war  emergency  programs  for  civilians  in  the  JJnited  States, 
Alaska,  Hawaii,  Puerto  liico,  and  the  Virgin  Islands,  to  compensate 
for  income  loss  and  to  provide  assistance  and  services  for  civilians 
and  their  families  suffering  from  disability,  death,  disappearance,  or 
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internment  resulting  from  enemy  action,  or  from  injury  or  death 
caused  by  efforts  to  meet  such  action.  A  third  program  furnishes 
assistance  and  services  to  enemy  aliens  and  others  affected  by  restric- 
tive governmental  action.  The  authorization  and  establishment  of 
these  programs,  which  are  financed  by  special  allotments  from  the 
President's  Emergency  Fund,  have  been  described  in  previous  annual 
reports.  The  favorable  course  of  the  war  and  special  legislation 
affecting  survivors  and  dependents  of  employees  of  contractors  with 
the  United  States  who  suffered  from  enemy  action  in  the  Pacific 
area  have  minimized  the  role  of  the  emergency  programs. 

The  civilian  war  benefits  program  protects  members  of  civilian 
defense  organizations  against  the  risks  of  total  disability,  partial  per- 
manent disability  to  the  extent  of  at  least  30  percent  of  total,  and 
death  arising  from  injury  incurred  in  line  of  duty,  and  pays  benefits 
to  dependents  of  civilians  who  were  killed,  missing,  or  detained  by 
enemy  action.  Monthly  benefits,  which  range  from  $10  to  $85,  are 
based  on  the  civilian's  earnings;  in  addition,  a  lump  sum  up  to  $100  . 
may  be  paid  as  reimbursement  for  burial  expenses.  Total  payments 
imder  this  program  in  the  fiscal  year  1943-44  amounted  to  $203,000, 
of  which  $76,200  was  paid  to  560  civilian  defense  workers  who  suffered 
temporary  disability;  $4,600  to  permanently  disabled  civilian  defense 
workers;  $118,600  to  survivors  of  defense  workers  killed  in  line  of 
duty  and  to  dependents  and  survivors  of  other  civilians  affected  by 
enemy  action;  and  $3,500  in  burial  expenses.  In  June  1944,  13  per- 
manently disabled  civilian  defense  workers  received  $458  in  monthly 
benefits,  and  dependents'  and  survivor  benefits  amounted  to  $8,575. 

All  persons  actually  or  potentially  eligible  for  civilian  war  benefits 
may  also  receive,  although  not  simultaneously,  temporary  aid  and 
essential  services  under  the  civilian  war  assistance  programs,  through 
arrangements  made  by  the  Board  with  public  assistance  agencies  of 
51  jurisdictions,  including  Puerto  Kico.  Persons  repatriated  to  the 
United  States,  shipwrecked  persons  and  their  dependents,  and  indi- 
viduals and  families  evacuated  from  the  Territories,  island  posses- 
sions, or  danger  points  within  the  United  States,  have  also  been  aided. 
In  the  fiscal  year  1943-44,  assistance  payments  amounting  to  $64,300 
were  made  by  the  collaborating  State  agencies  from  funds  advanced 
or  reimbursed  by  the  Social  Security  Board.  In  June  1944,  71  cases 
received  services  only  and  52  received  assistance  payments  amounting 
to  $4,004. 

Similar  agreements  between  the  Board  and  public  assistance  agen- 
cies of  52  jurisdictions  (including  Puerto  Rico)  provide  for  assistance 
and  services  to  enemy  aliens  and  others  affected  by  restrictive  govern- 
mental action.  This  program  is  administered  by  the  Board  at  the 
request  of,  and  in  accord  with  policies  prescribed  by,  the  War  Reloca- 
tion Authority  and  the  Department  of  Justice.  It  serves  persons  who 
must  move  from  a  designated  area  under  orders  of  the  Army  or  other 
authorized  Government  agency  or  who,  within  such  areas,  are  subject 
to  military  regulation;  enemy  aliens  and  others  who  have  been  de- 
tained or  interned  or  have  been  in  War  Relocation  centers  and  later 
released ;  and  the  dependents  of  interned,  detained,  or  released  aliens. 
By  the  same  type  of  arrangement  as  in  civilian  war  assistance  for 
advance  or  reimbursement  by  the  Social  Security  Board,  participating 
States  made  assistance  payments  in  the  fiscal  year  1943-44  amounting 
to  $104,000  under  this  program.     In  June  1944,  89  cases  received 
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services  only  and  145  received  assistance  payments  totaling  $11,421. 
Funds  for  civilian  war  benefits  and  assistance  have  been  made  avail- 
able for  the  next  fiscal  year  by  the  Second  Deficiency  Appropriation 
Act,  1944  (Public  Law  No.  375,  78th  Cong.,  2d  sess.,  approved  June  28, 
1944),  which  continues  the  availability  of  any  balance  in  the  Presi- 
dent's Emergency  Fund  for  any  function  or  project  unless  an  appro- 
priation requested  for  the  purpose  has  been  denied.  Aid  to  enemy 
aliens  and  others  will  be  financed  from  funds  authorized  in  regular 
appropriations  to  the  War  Relocation  Authority  and  the  Board. 

Effectiveness  of  Social  Security  Programs 

Administration  of  social  security  programs  is  more  than  a  system 
of  checks  and  balances  on  funds  due  or  expended.  It  deals  with  the 
rights  and  social  and  economic  welfare  of  human  beings  on  whom 
State  and  national  welfare  depends.  The  Board  and  many  State 
agencies  carry  specific  statutory  responsibilities  for  studying  methods 
of  strengthening  existing  measures  for  social  security  and  analyzing 
unmet  needs  and  ways  to  meet  them.  The  major  problems  which  have 
come  to  light  have  been  outlined  in  this  report.  They  arise  from  gaps 
in  insurance  and  assistance  coverage,  unduly  stringent  eligibility  con- 
ditions for  both  insurance  and  assistance,  low  levels  of  benefits  and 
payments,  and  differences  in  the  rights  of  individuals  in  like  circum- 
stances to  qualify  for  insurance  protection  or  assistance. 

Under  the  Social  Security  Act,  the  Board  is  required  not  only  to 
ascertain  that  Federal  funds  granted  for  unemployment  compensa- 
tion administration  and  public  assistance  are  used  in  accordance  with 
Federal  statutory  requirements,  but  also  to  determine  that  State 
administration  meets  the  objectives  defined  in  both  State  and  Federal 
laws.  State  agencies  and  the  Board  have  worked  together  to  analyze 
the  effectiveness  of  past  and  current  operations  and  the  probable  role 
of  the  social  security  program  in  the  immediate  and  long-range  future. 

The  Board  is  also  responsible  for  ensuring  that  Federal  funds  which 
it  certifies  for  State  use  are  expended  for  the  purposes  set  forth  in  the 
Social  Security  Act  and  the  statutes  which  make  these  funds  available. 
These  responsibilities  entail  interstate  comparisons  of  the  effective- 
ness of  Federal  requirements  and  continued  evaluation  of  the  extent 
to  which  their  purpose  is  met.  Through  its  regional  staff,  the  Board 
is  called  upon  by  State  agencies  not  only  for  advice  in  interpreting 
Federal  requirements  but  also  for  counsel  on  steps  which  will 
strengthen  and  improve  operations  and  reduce  the  gaps  between  pro- 
gram objectives  and  program  accomplishments.  Administrative 
guides,  interpretation  of  Federal  standards  and  criteria  for  determin- 
ing the  basis  for  Board  action  in  regard  to  State  programs,  and  joint 
consideration  of  State  problems  by  Federal  and  State  agency  staff 
serve  as  a  working  structure  which  can  be  modified  and  improved 
through  practical  application  in  local.  State,  and  Federal  offices.  The 
administrative  review  of  State  programs  and  audits  of  State  expendi- 
tures are  tools  for  both  Federal  and  State  use  in  measuring  progress. 

Throughout  the  year,  the  Board  and  its  staff  have  considered  prob- 
lems inherent  in  the  scope,  character,  and  administrative  framework 
of  provisions  for  social  security  which  limit  realization  of  the  poten- 
tial value  of  the  program.  The  major  findings  of  these  studies  and 
the  Board's  proposals  for  present  and  future  action  are  outlined  in 
part  I. 
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Regional  and  Field  Organization  of  the  Social  Security  Board, 

as  of  June  30,  1944 

Rexjion  I.  Regional  Director :  John  F.  Hardy,  Social  Security  Board,  120  Boylston 

Street,  Boston  16,  Mass. 

Connecticut:  9  field  offices — Bridgeport,  Hartford,  Meriden,  New  Britain, 
New  Haven,  New  London,  Stamford,  Torrington,  Waterbury ;  1  branch  office — 
Willimantic ;  itinerant  service — 14  other  places. 

Maine:  4  field  offices — Augusta,  Bangor,  Lewiston,  Portland;  itinerant  serv- 
ice— 7  other  places. 

Massachusetts:  20  field  offices — Boston  (2),  Brockton,  Cambridge,  Chelsea, 
Fall  River,  Fitchburg,  Haverhill,  Holyoke,  Lawrence,  Lowell,  Lynn,  Maiden, 
New  Bedford,  Pittsfield,  Quincy,  Salem,  Springfield,  Waltham,  Worcester;  2 
branch  offices — Attleboi'o,  Dorcliester ;  itinerant  service — 27  other  places. 

Neiv  Hampshire:  4  field  offices — Concord,  Littleton,  Manchester,  Portsmouth; 
1  branch  office — Nashua  ;  itinerant  service — 11  other  places. 

Rhode  Island:  3  field  offices — Pawtucket,  Providence,  Woonsocket;  1  branch 
office — Newport ;  itinerant  service — 2  other  places. 

Vermont:  3  field  offices — Burlington,  Montpelier,  Rutland;  itinerant  service — 
7  other  places. 

Region  II-III.  Regional  Director:  Peter  Kasius,  Social  Security  Board,  11  West 
Forty-Second  Street,  New  York  18,  N.  Y. 

Delaware:  1  field  office — Wilmington;  itinerant  service — 3  other  places. 

New  Jersey:  10  field  offices — Atlantic  City,  Bridgeton,  Camden,  Elizabeth, 
Jersey  City,  Newark,  Passaic,  Paterson,  Perth  Amboy,  Trenton ;  itinerant  serv- 
ice— i4  other  places. 

'New  York:  32  field  offices — Albany,  Auburn,  Binghamton,  Buffalo,  Elmira, 
Glens  Falls,  Gloversville,  Jamestown,  Kingston,  Newburgh,  New  Rochelle,  New 
York  City  (Manhattan,  4;  Bronx,  2;  Brooklyn,  2;  Jamaica;  Long  Island  City; 
Staten  Island),  Niagara  Falls,  Ogdensburg,  Poughkeepsie ;  Rochester,  Sche- 
nectady, Syracuse,  Troy,  Utica,  Watertown,  Yonkers ;  1  branch  office — Oswego ; 
itinerant  service — ^0  other  places. 

Pennsylvania:  28  field  offices — Allentown,  Altoona,  Ambridge,  Braddock, 
Chester,  Du  Bois,  Easton,  Erie,  Greensburg,  Harrisburg,  Hazleton,  Johnstown, 
Lancaster,  McKeesport,  New  Castle,  New  Kensington,  Norristown,  Philadelphia 
County  (Philadelphia;  Germantown ;  Kensington),  Pittsburgh,  Pottsville,  Read- 
ing, Scranton,  Uniontown,  Wilkes-Barre,  Williamsport,  York;  1  branch  office — 
Oil  City ;  itinerant  service — 56  other  places. 

Region   IV.  Regional  Director :   Lavinia   Engle,   Social   Security  Board,   Lenox 
Building,  1523  L  Street  NW.,  Washington  25,  D.  C. 

District  of  Columbia:  1  field  office — Washington. 

Maryland:  4  field  offices — Baltimore,  Cumberland,  Hagerstown,  Salisbury; 
itinerant  service — 16  other  places. 

North  Carolina:  13  field  offices — Asheville,  Charlotte.  Durham,  Fayetteville, 
Gastonia,  Greensboro,  Hickory,  High  Point,  Raleigh,  Rocky  Mount,  Salisbury, 
Wilmington,  Winston-Salem ;  itinerant  service — 56  other  places. 

Virginia:  10  field  offices — Alexandria,  Bristol,  Danville,  Lynchburg,  Newport 
News,  Norfolk,  Petersburg,  Richmond,  Roanoke,  Stainiton ;  itinerant  service — 32 
other  places. 

West  Virginia:  7  field  offices — Bluefield,  Charleston,  Clarksburg,  Huntington, 
Martinsburg,  Parkersburg,  Wheeling;  3  bi'anch  offices — Beckley,  Logan,  Morgan- 
town  ;  itinerant  service — 20  other  places. 

Region  V.  Regional  Director :  Mary  E.  Woods,  Social  Security  Board,  521  Union 
Commerce  Building,  Cleveland  14,  Ohio 

Kentucky:  10  field  offices — Ashland.  Bowling  Green,  Corbin,  Covington,  Frank- 
fort, Hazard,  Lexington,  Louisville,  Owensboro,  Paducah;  itinerant  service — ^34 
other  places. 
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Region  V — Continued. 

Michigan:  17  field  oflSces — Battle  Creek,  Bay  City,  Detroit  and  Wayne  County 
(Detroit  2;  Dearborn ;  Highland  Park),  Escanaba,  Flint,  Grand  Rapids,  Jackson, 
Kalamazoo,  Lansing,  Marquette,  Muskegon,  Pontiac,  Saginaw,  Traverse  City ; 
itinerant  service — 56  other  places. 

Ohio:  19  field  offices — Akron,  Ashtabula,  Canton,  Cincinnati,  Cleveland,  Colum- 
bus, Dayton,  Hamilton,  Lima,  Lorain,  Mansfield,  Marion,  Nelsonville,  Portsmouth, 
Springfield,  Toledo,  Warren,  Youngstown,  Zanesville;  itinerant  service — 71  other 
places. 

Rexiion  VI.  Regional  Director  :  Henry  L.  McCarthy,  Social  Security  Board,  Room 
2200,  188  West  Randolph  Street,  Chicago  1,  111. 

Illinois:  23  field  offices — Aurora,  Bloomington,  Chicago  and  Cook  County  (Chi- 
cago 5  ;  Cicero  ;  Evanston  ;  Harvey;  Oak  Park),  Danville,  Decatur,  East  St.  Louis, 
Harrisburg,  Joliet,  Mount  Vernon,  Peoria,  Quincy,  Rockford,  Rock  Island,  Spring- 
field, Waukegan ;  2  branch  offices — Champaign,  Galesburg ;  itinerant  service — 52 
other  places. 

Indiana:  15  field  offices — Anderson,  Bloomington,  Elkhart,  Evansville,  Fort 
Wayne,  Gary,  Hammond,  Indianapolis,  Kokomo,  La  Fayette,  Muncie,  New  Al- 
bany, Richmond,  South  Bend,  Terre  Haute ;  1  branch  office — East  Chicago ; 
itinerant  service — 54  other  places. 

Wiscojisin:  11  field  offices — Eau  Claire,  Fond  du  Lac,  Green  Bay,  Janesville, 
La  Crosse,  Madison,  Milwaukee,  Racine,  Sheboygan,  Superior,  Wausau;  2  branch 
offices — Kenosha,  Oshkosh  ;  itinerant  service — 52  other  places. 

Region  VII.     Regional  Director:  Richard  H.  Lyle,  Social  Security  Board,  441 
West  Peachtree  Street,  Atlanta  3,  Ga. 

Alabama:  8  field  offices — Anniston,  Birmingham,  Decatur,  Dothan,  Gadsden, 
Mobile,  Montgomery,  Tuscaloosa ;  itinerant  service — 25  other  places. 

Florida:  8  field  offices — Jacksonville,  Miami,  Orlando,  Pensacola,  St.  Peters- 
burg, Tallahassee,  Tampa,  West  Palm  Beach ;  2  branch  offices — Daytona  Beach, 
Gainesville ;  itinerant  service — 20  other  places. 

Georgia:  10  field  offices — Albany,  Athens,  Atlanta,  Augusta,  Columbus,  La- 
grange, Macon,  Rome,  Savannah,  Waycross ;  1  branch  office — Valdosta  ;  itinerant 
service — 42  other  places. 

Mississippi:  7  field  offices — Columbus,  Greenwood,  Gulfport,  Hattiesburg,  Jack- 
son, Meridian,  Vicksburg;  1  branch  office — Tupelo;  itinerant  service — 22  other 
places. 

South  Carolina:  7  field  offices — Charleston,  Columbia,  Florence,  Greenville, 
Greenwood,  Rock  Hill,  Spartanburg;  1  branch  office — Anderson;'  itinerant  serv- 
ice— 21  other  places. 

Tennessee:  8  field  offices — Chattanooga,  Columbia,  Dyersburg,  Jackson,  John- 
son City,  Knoxville,  Memphis,  Nashville;  itinerant  service — 38  other  places. 

Region  VIII.  Regional  Director:  Chester  B.  Lund,  Social  Security  Board,  Mid- 
land Bank  Building,  Fourth  Street  and  Second  Avenue,  Minneapolis  1,  Minn. 

Iowa:  8  field  offices— Cedar  Rapids,  Davenport,  Des  Moines,  Dubuque,  Fort 
Dodge,  Ottumwa,  Sioux  City,  Waterloo;  itinerant  service — 4  other  places. 

Minnesota:  8  field  offices — Albert  Lea,  Bemidji,  Duluth,  Minneapolis,  Redwood 
Falls,  St.  Cloud,   St.  Paul,  Winona;  itinerant  service — 9  other  places. 

Nebraska:  4  field  offices— Grand  Island,  Lincoln,  North  Platte,  Omaha ;  itinerant 
service — 14  other  places. 

North  Dakota:  4  field  offices— Bismarck,  Fargo,  Grand  Forks,  Minot. 

South  Dakota:  3  field  offices— Aberdeen,  Rapid  City,  Sioux  Falls. 

Region  IX.  Regional   Director:  John  E.  Wrenn,   Social   Security  Board,  1006 
Grand  Avenue,  Kansas  City  6,  Mo. 

Arkansas:  7  field  offices— El  Dorado,  Fort  Smith,  Hot  Springs,  Jonesboro, 
Little  Rock,  Pine  BlufC,  Texarkana ;  itinerant  service — 28  other  places. 


1  Closed  July  31,  1944, 
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Kansas:  6  field  offices — Dodge  City,  Independence,  Kansas  City,  Salina,  Topeka, 
AViciiita ;  2  brancli  offices — Hutchinson,  Pittsburg ;  itinerant  service — 31  other 
places. 

Missouri:  11  field  offices — Cape  Girardeau,  Clayton,  Hannibal,  Jefferson  City, 
Joplin,  Kansas  City,  Poplar  Bluff,  St.  Joseph,  St.  Louis  (2),  Springfield;  itinerant 
service — 31  other  places. 

Oklahoma :  8  field  offices — Ardmore,  Enid,  Lavrton,  McAlester,  Muskogee,  Okla- 
homa City,  Shav^'nee,  Tulsa ;  itinerant  service — 22  other  places. 

Region  X,  Regional  Director:  James  B.  Marley,  Social  Security  Board,  North 
Presa  and  East  Houston  Streets,  San  Antonio  5,  Tex. 

Louisiana:  6  field  offices — Alexandria,  Baton  Rouge,  Lake  Charles,  Monroe, 
New  Orleans,  Shreveport ;  itineivint  service — 14  other  places. 

New  Mexico:  3  field  offices — Albuquerque,  Rosw^ell,  Santa  Fe ;  itinerant  serv- 
ice— 7  other  places. 

Texas:  20  field  offices — Abilene,  Amarillo,  Austin,  Beaumont,  Big  Spring, 
Brownsville,  Corpus  Christi,  Dallas,  El  Paso,  Fort  Worth,  Galveston,  Houston, 
Lubbock,  Lufkin,  Paris,  San  Angelo,  San  Antonio,  Tyler,  Waco,  Wichita  Falls ; 
itinerant  service — 84  other  places. 

Region   XL  Acting   Regional    Director :  Richard   A.    Toomey,    Social    Security 
Board,  321  Equitable  Building,  730  Seventeenth  Street,  Denver  2,  Colo. 

Colorado:  6  field  offices — Alamosa,  Colorado  Springs,  Denver,  Grand  Junction, 
Greeley,  Pueblo ;  2  branch  offices — Boulder,  Trinidad  ;  itinerant  service — 17  other 
places. 

Idaho:  3  field  offices — Boise,  Pocatello,  Twin  Falls;  1  branch  office — ^Lewiston; 
itinerant  service — 5  other  places. 

Montana:  5  field  offices — Billings,  Butte,  Great  Falls,  Helena,  Missoula;  1 
branch  office — Havre ;  itinerant  service — 7  other  i)laces. 

Utah:  2  field  offices — Ogden,  Salt  Lake  City;  1  branch  office — Provo;  itinei'ant 
service — 1  other  place. 

Wyoming:  3  field  offices — Casper,  Cheyenne,  Rock  Springs;  itinerant  service — 
3  other  places. 

Region  XII.  Regional  Director :  Richard  M.  Neustadt,   Social  Security  Board, 
785  Market  Street,  San  Francisco  3,  Calif. 

Arizona:  3  field  offices — Flagstaff,  Phoenix,  Tucson;  1  branch  office — Prescott; 
itinerant  service — 1  other  place. 

California:  20  field  offices — Bakersfield,  Eureka,  Fresno,  Los  Angeles  County 
(Glendale;  Hollywood  ;  Huntington  Park;  Long  Beach;  Los  Angeles;  Pasadena), 
Oakland,  Redding,  Sacramento,  San  Bernardino,  San  Diego,  San  Francisco,  San 
Jose,  San  Mateo,  Santa  Barbara,  Santa  Rosa,  Stockton ;  2  branch  offices — Ingle- 
wood,  Santa  Monica  ;  itinerant  service — 30  other  places. 

Nevada:  2  field  offices — Las  Vegas,  Reno. 

Oregon :  5  field  offices — Eugene,  Klamath  Falls,  La  Grande,  Portland,  Salem ; 
itinerant  service — 7  other  places. 

Washington:  6  field  offices — Bellingham,  Olympia,  Seattle,  Spokane,  Tacoma, 
Yakima ;  1  branch  office — Aberdeen  ;  itinerant  service — 6  other  places. 

Tebritobial 

Alaska:  Territorial  Director :  Hugh  J.  Wade,  Social  Security  Board,  P.  O.  Box 
1331,  Juneau. 

Hawaii:  Territorial  Director:  Robert  W.  Beasley,  Social  Security  Board,  425 
Dillingham  Building,  Honolulu.    One  field  office — Honolulu. 

Area  Offices  of  the  Social  Security  Board 

Chicago :  188  West  Randolph  Street,  Chicago  1,  111. 
New  Orleans:  829  St.  Charles  Street,  New  Orleans  13,  La. 
New  York :  1.55  East  Forty-fourth  Street,  New  York  17,  N.  Y. 
Philadelphia :  121  North  Broad  Street,  Philadelphia  7,  Pa. 
San  Francisco:  22  Battery  Street,  San  Francisco  11,  Calif. 
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Table  1 . — Social  Security  Board  administration:  Personnel,  and  salaries,  travel,  and 
general  expenses,  by  Bureau  or  Office,  fiscal  year  1943-44 

[Amounts  in  thousands] 


Personnel,  June  30,  1944 

Expenses,    fiscal   year 

1943-44 

Bureau  or  Office 

Total 

De- 
part- 
mental 

Field 

Total 

Sala- 
ries 

Travel 

Gener- 
al ex- 
penses 

Total 

10, 045 

5,545 

4,500 

$25, 858 

$22, 003 

$738 

$3, 117 

Office  of  the  Board 

16 

499 

352 

14 

30 

8,392 

217 

224 

200 

63 

38 

16 
489 

11 
4,489 
189 
147 
106 
58 
26 

io" 

352 

19" 
3,903 

28 
77 
94 
5 
12 

75 

1,319 

1,047 

55 

143 

20,  317 

811 

977 

737 

195 

182 

69 

1,185 

834 

55 
125 
17, 120 
745 
881 
655 
185 
149 

2 
33 
14 

4 

Office  of  the  Executive  Director 

101 

Regional  and  Territorial  offices... 

199 

Office  of  the  Actuary. 

Office  of  Appeals  Council 

17 
439 
56 
85 
77 
2 
13 

1 

Bureau  of  Old-Age  and  Survivors  Insurance.  . 
Bureau  of  Employment  Security- 

2,758 
10 

Bureau  of  Public  Assistance...  

11 

Bureau  of  Accounts  and  Audits 

5 

Bureau  of  Research  and  Statistics            .     . 

8 

Informational  Service.. 

20 

Table  2. — Social  Security  Board  administration:  Appropriations,^  expenses,^  and  per- 
sonnel, fiscal  years  1942-44 

[Amounts  in  thousands;  data  corrected  to  Aug.  15,  1944] 


Item 


Total ... 

Grants  to  States 

Old-age  assistance  ' 

Aid  to  dependent  children  ' 

Aid  to  the  blind  3 

Unemployment  compensation  administration-. 

Administrative  expenses  of  Social  Security  Board  « 

Salaries 

Travel 

General  expenses 

Total 

Grants  to  States 

Old-age  assistance ' 

Aid  to  dependent  children  ^ 

Aid  to  the  blind  3 

Unemployment  compensation  administration.. 
Administrative  expenses  of  Social  Security  Board.. 

Salaries 

Travel 

General  expenses 

Total.... 

Departmental 

Field 


1943-44 

1942-43 

1941-42 

Appropriations  ' 

$476,  731 

$503,  266 

$484, 776 

449,  773 

474,  515 

455,  500 

343,  350 

329,  000 

301,000 

56, 885 

78, 000 

73, 000 

10,115 

8,710 

9,000 

*  39,  423 

s  58,  805 

'  72,  500 

26,  958 

28,751 

29, 276 

22, 451 

23, 856 

23, 670 

858 

1,121 

1,650 

3,649 

3,774 

3,956 

Expenses  2 

$466, 929 

$479,  994 

$474, 879 

441,071 

453, 090 

447, 103 

.   340,776 

319, 176 

297,  357 

54, 402 

67, 927 

69,  381 

9,764 

8,523 

7,947 

'  36, 129 

8  56,  464 

9  72,  418 

25, 858 

27,  904 

27, 776 

22, 003 

23,  616 

22, 433 

738 

858 

1,458 

3,117 

3,430 

3,885 

Personnel,  as  of  June  30 

10, 045 

10,  585 

13,297 

5,545 

5,846 

8,247 

4,500 

4,739 

5,050 

1  Includes  regular  and  deficiency  appropriations  to  the  Board;  allotments  and  transfers  to  the  Board  for 
administrative  expenses  from  appropriations  of  the  Federal  Security  Agency;  transfers  from  the  War  Man- 
power Commission  for  1943-44;  and  defense  appropriations  for  1941-42  and  1942-43.  Excludes  appropriations 
under  the  Wagner-Peyser  Act,  available  for  July-December  1941,  and  allocations  from  the  President's 
Emergency  Fund  for  the  war  emergency  programs. 

2  Obligations  against  funds  available  for  fiscal  year  as  defined  in  footnote  1  for  grants  to  States  (advances 
certified)  and  administrative  expenses  of  the  Social  Security  Board,  including  amounts  for  administration  of 
title  II  of  the  Social  Security  Act  for  which  the  general  fund  of  the  Treasury  is  reimbursed  from  the  old-age 
and  survivors  insurance  trust  fund. 

3  Appropriations  and  expenses  for  public  assistance  grants  reflect  transfers  among  the  3  programs,  made  on 
approval  of  the  Bureau  of  the  Budget. 

*  Includes  $4,095,411  transferred  from  WMC  to  reimburse  States  for  unemployment  compensation  facilities 
and  services  furnished  to  U.  S.  Employment  Service. 

'  Includes  appropriation  for  administering  USES  January-November  1942;  figure  for  1942-43  excludes 
$23,845,471  transferred  to  WMC  with  transfer  of  USES  December  1942. 

*  Reflects  transfers  from  Social  Security  Board  appropriations  to  Federal  Security  Agency. 

'  Includes  expenditures  by  State  agencies  for  facilities  and  services  furnished  to  USES,  reimbursed 
from  the  $4.1  million  received  from  WMC. 

8  Includes  $15,803,000  for  USES  administered  by  Social  Security  Board,  July-November  1942. 

9  Includes  $18,496,000  for  USES  administered  by  Social  Security  Board,  January-June  1942. 
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Table  3. — Financivg  social  insurance  under  the  Social  Security  Act:  Contributions 
collected  under  Federal  and  State  laws,  by  fiscal  year,  1942-44,  <ind  by  month,  fiscal 
year  1943-44 

[In  millions  ■] 


Fiscal  year 
and  month 

Federal 
Insurance 
Contribu- 
tions Act  - 

Federal 
Unemploy- 
ment Tax 
Acts 

State  unem- 
ployment 
compensa- 
tion laws  * 

Fiscal  year 
and  month 

Federal 
Insurance 
Contribu- 
tions Act  2 

Federal 
Unemploy- 
ment Tax 
Act' 

State  unem- 
ployment 
compensa- 
tion laws  * 

1941-42  -.   _  ^ 

$896 
1, 130 
1,292 

44 

287 

3 

42 

274 

4 

$120 
158 
180 

3 

8 
1 
3 

10 

1 

$1, 094 
1,215 
1,352 

147 
198 

5 
136 
197 

9 

1942-43 

1943-44 

1943 

July 

Ausust-- 

September 

October _ 

November 

December 

1914 

January 

February 

March 

April. 

May 

June 

$34 
252 

4 

35 

309 

5 

$14 

117 

4 

3 

14 

1 

$129 
175 
li 
150 
175 
20 

■  Totals  are  sums  of  unrounded  figures,  therefore  may  differ  slightly  from  sums  of  rounded  figures. 

2  Tax  effective  Jan.  1,  1937,  paid  by  employers  and  employees  at  rate  of  1  percent  each  of  wages  up  to 
$3,000  a  year. 

3  Tax  effective  Jan.  1, 1936,  paid  only  by  employers  of  8  or  more.  Employers  offset  against  this  tax — up  to 
90  percent  of  the  amount  assessed— contributions  which  they  have  paid  under  State  unemployment  com- 
pensation laws  or  full  amount  they  would  have  paid  if  they  had  not  been  allowed  reduced  contribution 
rates  under  State  experience-rating  provisions.  Beginning  1939,  Federal  rate  has  been  3  percent  of  first 
$3,000  a  year  of  wages  paid  to  each  employee  by  subject  employer;  because  of  credit  offset,  effective  rate  is 
0.3  percent  of  such  wages. 

<  Contributions,  penalties,  and  interest  collected  by  States  from  employers  and  contributions  from 
employees  deposited  in  State  clearing  accounts.  Includes  special  war-risk  contributions  required  in  10 
States  from  employers  with  war-expanded  pay  rolls.  Data  reported  by  State  agencies,  corrected  to  Aug. 
22,  1944. 

Table  4. — Financing  social  insurance  under  the  Social  Security  Act:  Operations  of  trust 
funds,  by  fiscal  year,  1942-44>  ^»d  by  month,  fiscal  year  1943-44 

[In  millions  '] 


Fiscal  year  and 
month 


1941-42 

1942-43 

1943^4 

1943 

July 

August 

September.. 

October 

November. . 
December. . 

1944 

January 

February... 

March 

April 

May 

June . 


Federal  old-age  and  survivors  insurance 
trust  fund 


Appro- 
pria- 
tions 2 


1,130 
1,292 


44 

287 

3 

42 

274 

4 


34 

252 

4 

35 

309 

5 


Inter- 
est 3 


$71 
87 
103 


(») 


(5) 


100 


Expenditures 


Bene- 
fits! 


$110 
149 
185 


Admin- 
istra- 
tion 


$27 
27 
33 


Bal- 
ance, 
end  of 
period 


$3, 227 
4,268 
5,446 


4,295 
4,  565 
4,552 
4,  576 
4,832 
4,820 


4,837 
5,072 
5,058 
5,  073 
5,  362 
5,446 


State  accounts  in  Federal  unem- 
ployment trust  fund 


De- 
posits 


$1,096 
1,218 
1,349 


44 

300 

9 

36 
289 

14 


36 
263 

18 

44 

277 

20 


Inter- 
est 3 


$G2 
76 


With- 
drawals 


$368 
174 
60 


Bal- 
ance, 
end  of 
period 


$2,  884 
4, 003 
5,380 


4,042 
4,337 
4,341 
4,373 
4,659 
4,711 


4,742 
4,999 
5,009 
5,047 
6,318 
5,380 


'  Totals  are  sums  of  unrounded  figures,  therefore  may  differ  sliglitly  from  .sums  of  rounded  figures. 

2  Trust  fund  appropriations  equal  taxes  collected  under  Federal  Insurance  Contributions  .\ct. 

'  Interest  on  investments  held  by  the  old-age  and  survivors  insurance  trust  fund  is  credited  annually  in 
June,  and  by  the  unemployment  trust  fund  semiannually  in  December  and  June;  on  investments  redeemed, 
in  month  of  redemption. 

'  Based  on  checks  cashed  and  returned  to  Treasury. 

5  Less  than  $500,000. 

Source:  Compiled  from  data  in  Daily  Statement  of  the  U.  S.  Treasurv. 
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Table  5 . — Old-age  and  survivors  insurance:  Accounts  established,  benefits  in  force  and 
in  current-payment  status,  payments  certified,  and  workers  with  wage  credits,  for 
specified  periods,  1942-44 


Item 


Fiscal  year 


1942-43 


E  mployee  accounts  established 

Total  taxable  wages  in  period  (millions)  2 

Benefits  in  force  (end  o£  period) : 

Number 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Total  monthly  amount 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Average  monthly  amount: 

Primary ._ 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's _._ 

Benefits  in  current-payment  status  (end  of  period): 

Number 

Primary 

Wife's _... 

Child's 

Widow's 

Widow's  current 

Parent's. .  I _ 

Total  monthly  amount 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's 

Average  monthly  amount: 

Primary 

Wife's 

Child's 

Widow's 

Widow's  current 

Parent's. ._ 

Payments  certified  during  period: 

Monthly  benefits _ . 

Primary 

Sup  plementary __ 

Survivors 

Lump-sum  payments 

1939  amendments 

1935  act 

Total  estimated  number  of  living  workers  with  wage 

credits 

Fully  insured 

Currently  but  not  fully  insured 

Uninsured 


6, 676, 949 
$47, 138 


595, 890 
277,  463 

77,  677 
155,  799 

21,  934 

60,  507 
2,510 
829,  913 
333, 159 
943,  617 
897,  210 
443,  046 
180,  290 

32,  591 

$22. 82 
12.15 
12.18 
20.20 
19.51 
12.98 


529, 876 

237, 459 

68,  760 

147.  674 

21,  694 

51,  789 

2,500 

$9,  554. 886 

5,431,459 

838, 431 

1, 803,  424 

437,  580 

1,011,528 

32,  464 

$22.  87 
.12.19 
12.21 
20.17 
19.53 
12.99 


$102,  248,  283 
58, 432,  792 
10,  200,  264 
33,615,227 
14,  241, 942 
14, 129.  447 
112,495 


3  50, 900,  000 
3  25, 800, 000 
3  1,  700,  000 
3  23,  400,  000 


8,  261,  340 
$59, 911 


795,  712 

349,  240 

99,  516 

220,  547 

38, 191 

84,  669 

3  549 

$14, 484!  616 

8, 078,  785 

1,  225,  285 

2,  701,  544 
769, 315 

1, 663,  327 
46,  360 

$23. 13 
12.31 
12.25 
20.14 
19.65 
13.06 


676,  302 

284, 063 

84,  398 

201,  954 

37,  680 

64,  711 

3,496 

$12, 198,  617 

6,  598,  535 

1,  045,  686 

2,  478,  715 
758,  205 

1,  271,  749 
45,  727 

$23.  23 
12.39 
12.27 
20.12 
19.65 
13.08 


$139, 139, 105 
75,  930,  714 
13,  332, 457 
49, 875, 934 
16,  595, 499 
16,  544,  598 
50, 901 


"  58,  700,  000 
i  28, 100, 000 
1  3, 100, 000 
4  27,  500,  000 


>  5,  778,  242 
$65, 837 


998,  229 

417,921 

121,  645 

287,  368 

58, 107 

108,  721 

4,467 

$18,  252, 457 

9, 805,  734 

1,517,354 

3,  545, 892 

1,171,475 

2, 153, 432 

58,  570 

$23. 46 
12.47 
12.34 
20.16 
19.81 
13.11 


846,  303 

339,  954 

103, 164 

261,  806 

.57. 126 

79,  866 

4,387 

$15,  350,  875 

8,  027,  699 

1,  297,  794 

3,  234, 191 

1, 151,  346 

1,  582.  297 

57,  548 

$23.  61 
12.  58 
12.  35 
20.15 
19.81 
13.12 


$173,  281, 396 
90,  931, 439 
15.  843, 939 
66,  506.  018 
19, 156,  468 
19, 134,  018 
22,  450 


5  66,  300, 000 
5  30,  200, 000 
'  5, 100,  000 
5  31,  000,  000 


'  Excludes  account  numbers  issued  to  67,000  civilian  employees  of  the  War  Department  in  1942-43  and 
118,000  in  1943-44. 

2  Unadjusted  for  nontaxable  wages  erroneously  reported  or  for  wages  not  counted  in  determining  insur- 
ance benefits. 

3  As  of  Jan.  1,  1942. 
<  As  of  Jan.  1,  1943. 
«  As  of  Jan.  1,  1944. 
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Table  6. — Old-age  and  survivors  insurance:  Accounts  esttfblished,  employers  reporting, 
benefits  in  force,  and  payments  certified,  by  State  and  specified  period,  1943-44 


[In  thousands;  corrected  to  Sept.  25,  1944] 


State' 


Total. 


Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia. 
Florida 


Georgia.  _. 

Hawaii 

Idaho 

Illinois 

Indiana. .- 

Iowa 

Kansas 

Kentucky. 
Louisiana. 
Maine 


Maryland 

Massachusetts. .. 

Michigan 

Minnesota 

Mississippi 

Missouri.. 

Montana 

Nebraska 

Nevada 

New  Hampshire. 


New  Jersey 

New  Mexico 

New  York 

North  Carolina. 
North  Dakota.. 

Ohio... 

Oklahoma 

Oregon 

Pennsylvania... 
Rhode  Island... 


South  Carolina. 
South  Dakota.. 

Tennessee 

Texas 

Utah 

Vermont 

Virginia..  - 

Washington 

West  Virginia.. 

Wisconsin 

Wyoming 


Employee 
accounts 
estab- 
lished, 
fiscal  year 
1943-44  2 


Employers' 

reporting 

taxable 

wages  for 

July- 
September 
1943 


5,968 


143 
3 

29 
94 

396 
46 
58 

n 

47 
106 

164 

12 

22 

359 

162 

94 

73 

110 

118 

35 

82 
169 
259 
110 

93 
165 

18 

49 
6 

20 

167 

22 
580 
150 

20 
310 
112 

56 
391 

24 


22 
168 
342 

25 

14 
115 
101 

77 
130 

10 


1.995 


24 

4 

7 

15 

129 

17 

30 

5 

14 

31 

29 
4 

7 
156 
51 
40 
27 
24 
23 
16 

27 

74 

81 

42 

14 

59 

9 

20 

3 

9 

76 

6 

286 

33 

7 

103 

27 

19 
132 

12 

16 
9 
30 
93 


Monthly  benefits  in 
force,  June  30,  1944 


Number 


15.1 

.3 

3.0 

6.8 

59.6 
7.5 

19.0 
2.6 
4.9 

14.5 

14.6 
3.1 
2.2 
67.1 
27.1 
12.4 
8.3 
16.4 
11.6 


14.8 
49.4 
43.2 
14.9 

5.7 
24.4 

3.3 

5.2 
.7 

5.8 

43.9 

1.7 

131.7 

18.1 

1.6 

64.9 

7.7 

9.5 

101.8 

9.0 

9.4 

1.8 

15.0 

28.1 

3.9 

3.5 

17.4 

15.9 

17.4 

22.3 

1.2 


Amount 


$18,  252 


216 

5 

53 

97 

1,172 

140 

376 
50 
91 

252 

203 
48 
37 
1,312 
489 
218 
142 
253 
176 
153 

261 

963 

819 

291 

76 

448 

59 

91 

16 

103 

879 

26 

2,588 

250 

27 

1,241 

131 

177 
1,902 

173 

125 

31 

216 

446 

69 

62 

266 

311 

283 

420 

19 


Amount  of  payments  certified,* 
fiscal  year  1943-44 


Total  s 


$192, 438 


2,306 

58 

527 

963 

11,663 

1,383 

3,783 
521 
895 

2,981 

2,271 
517 
359 
14,  446 
5,093 
2,  335 

1,  545 
2,799 
1,902 
1,490 

2,  939 
9.617 
8,437 
3, 083 

809 
4,760 
560 
873 
141 
982 

9,759 

274 

27,  676 

2,764 

238 

13, 074 

1,459 

1,389 
20,  439 

1,689 

1.382 

332 

2,286 

4,863 

643 

,•585 

2,877 

2.844 

3.097 

4.489 

219 


Monthly 
benefits 


$173,282 


2. 095 

49 

480 

880 

10. 377 

1.  265 
3,318 

468 

806 

2,762 

2,019 

490 

341 

12,  889 

4,592 

2,170 

1.418 

2.  591 
1,709 
1,350 

2,563 

8.  .598 

7,479 

2,  833 

721 

4,289 

509 

788 

116 

892 

8,737 

253 

24,922 

2.483 

213 

11.766 

1,329 

1.199 
18.  527 

1.502 

1,255 

310 

2.088 

4.380 

.594 

539 

2.617 

2.  537 

2,920 

4, 051 

203 


Lump-sum 

death 
payments 
under  1939 
amend- 
ments 


$19, 134 
211 


118 
465 


219 

252 
27 
18 
1,557 
501 
165 
127 
208 
193 
140 

376 
1,019 

958 

250 
88 

471 
51 
85 
25 
90 

1,022 

21 

2,754 

281 

25 

1,308 

130 

190 
1,912 

187 

127 

22 

198 

483 

49 

46 

260 

307 

177 

438 

16 


'  State  distribution  of  benefits  in  force  and  payments  certified  estimated;  for  beneficiaries  residing  in  foreign 
countries,  data  are  allocated  to  State  in  which  claim  was  filed. 

s  June  26,  1943-June  30.  1944. 

3  Employer  returns  filed.  Partly  estimated.  A  return  may  relate  to  more  than  1  establishment  if  the 
employer  operates  several  separate  establishments  but  reports  for  concern  as  a  whole.  Employers  operating 
in  more  than  1  State  are  included  in  State  from  which  report  is  filed. 

*  Includes  retroactive  payments. 

'  Total  for  United  States  includes  lump-sum  payments  under  the  1935  act  amounting  to  $22,000  not  dis- 
tributed by  State. 
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Table  7. — Unemployment  compensation:  Accounts  in  the  Federal  unemployment  trust 
fund,  by  State,  fiscal  year  1943-44  ' 


[In  thousands  2] 


State 


Total 

Alabama 

Alaska 

Arizona 

Arkansas 

California 

Colorado 

Connecticut 

Delaware 

District  of  Columbia 
Florida 

Georgia 

Havpaii 

Idaho 

Illinois. 

Indiana 

Iowa 

Kansas 

Kentucky 

Louisiana 

Maine _-. 

Maryland 

Massachusetts. 

Michigan 

Minnesota 

Mississippi 

Missouri 

Montana 

Nebraska 

Nevada 

New  Hampshire 

New  Jersey 

New  Mexico 

New  York 

North  Carolina 

North  Dakota 

Ohio 

Oklahoma. 

Oregon 

Pennsylvania 

Rhode  Island 

South  Carolina 

South  Dakota 

Tennessee 

Texas 

Utah 

Vermont 

Virginia.- 

Washington 

West  Virginia 

Wisconsin 

Wyoming 


Balance,  June  30 — 


1942 


$2, 880,  900 


31,  280 
2,202 
5.984 
10,  733 
226,  505 
15, 184 
76. 116 
10, 149 
28,207 
16,664 

34,  723 
9,854 
4,035 
275,  263 
73, 698 
26,  320 

18,  642 
45,  895 
23,  313 
10,254 

41, 825 
123,  541 
123,  053 
30,  353 

6,834 
87,  382 

6.432 
10,  590 

2,037 
10,  225 

210, 161 

3,680 

349,  109 

40,  241 

2,544 

249,  797 

22,  622 

19,  814 
261,  251 

27, 091 

18,  493 
3,846 
24, 020 
72,728 
6,777 
5,335 

30,  776 
39,  393 

31,  727 
71,  082 

3,120 


$4, 002,  961 


41, 822 
3,648 
10, 176 
16,  905 

363,  502 
21,  877 

105,  388 
11,634 
36,883 
25, 636 

45,  420 

12,  984 

7,919 

349,  610 

104,  900 

34,  418 

29,  204 

58,290 

36,  640 

18,  760 

69, 021 

154,  135 

172,  883 

43,  875 

12,  064 

99,  369 

10, 007 

14,  988 

5.260 

14, 050 

265,  537 

5,578 

500,  393 

59,964 

3,243 

301,  877 

29,  616 

34,  688 
393,  567 

40, 830 

24,  321 
4,795 
37, 995 
96,838 
12,  943 
7,377 

42,  086 
68,794 

43,  961 
92,  513 

4.772 


$5,  381,  300 


54,  645 
5,622 

14,  529 
22,  202 

535,  107 
27,  693 

138,  708 
13, 152 
40,  590 
39,788 

60,  567 
15, 064 
11,  051 
422,  523 
143,  656 
46,  274 
40.  388 
70,  714 

55,  513 
27, 423 

97,  245 

186,  435 

233,  574 

63,  787 

17,  716 

124, 494 

13,  641 

20,  404 

7,756 

17,  723 

350, 462 

7,518 

722, 198 

80,  669 

4,085 

377,  802 

38,  320 

52,  541 
525,  719 

55,589 

30, 436 

5,545 

58,422 

124,  434 

19,  262 

9,776 

52,  511 

105,  142 

55.  658 

130,  995 

6,231 


Operations,  fiscal  year  1943-44 


Deposits 


.$1,  349,  866 


12,  628 
1,918 
4.208 
5.317 
170,  991 
5.507 

31,831 
1,340 
3,600 

14, 151 

14,  620 
1,845 
3,010 
72,  578 
38,  468 
11,414 
11,  230 
11,985 

18,  634 
8,517 

27,  430 
31.  385 
60,  299 

19,  525 
5,  564 

24,  600 
3,510 
5,230 
2,401 
3,602 

83,  221 

1,820 

221,  437 

19,  759 

784 

70.  730 

8,505 

17,  141 

126,  415 

15. 046 

5,974 

684 

20, 865 

25,  957 
6,160 
2,307 

10,  035 
34,  930 

11,  742 
37,  661 

1,355 


Interest 


8,564 


83 
236 
370 

8,541 
469 

2,304 
233 
741 
610 

1,001 
265 
180 

7,234 

2,358 
750 
656 

1,209 
874 
441 

1,594 

3,214 

3,892 

1,017 

281 

2,105 

224 

336 

125 

301 

5,764 

124 

11,457 

1,336 
69 

6,375 
644 
838 

8,737 
913 

516 
98 

907 
2,094 

308 

163 

890 
1,656 

935 
2,095 

104 


With- 
drawals 


$60, 091 


702 
27 
90 
390 
7,927 
160 
815 
55 
634 
610 

475 
30 
58 
6,900 
2,070 
308 
702 
770 
635 
295 

800 

2,300 

3,500 

630 

193 

1,580 

100 

150 

30 

230 

4,060 

5 

11,090 

390 

12 

1,180 

445 

125 

3,000 

1,200 

375 

31 

1,345 

455 

150 

70 

500 

238 


(3) 


1,274 


1  Trust  fund  maintains  separate  account  for  each  State  agency,  in  which  are  held  all  moneys  deposited 
from  State  unemployment  funds  and  from  which  State  agencies  withdraw  amounts  as  required  for  benefit 
payments.  Totals  differ  from  those  shown  in  tables  3  and  4,  because  of  differences  in  stage  of  accounting 
process. 

2  Totals  are  sums  of  unrounded  figures,  therefore  may  differ  slightly  from  sums  of  rounded  figures. 

3  Cash  in  State  benefit-payment  account  was  sufficient  to  cover  benefit  expenditures  of  $2,566  without 
withdrawal  from  account  in  trust  fund  in  fiscal  year. 

Source:  Compiled  from  data  furnished  by  the  Treasury  Department,  Office  of  the  Commissioner  of 
Accounts  and  Deposits. 
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Table  10. — Special  types  of  public  assistance:  Number  of  recipients  and  average  payment 
under  approved  plans,  by  State  and  program,  June  1944 


Old-age  assistance 

Aid  to  dependent  children 

Aid  to  the  blind 

State 

Number  of 
recipients 

Average 
payment 

Number  of  recipients 

Average 
payment 
per  family 

Number  of 
recipients 

Average 

Families 

Children 

payment 

June  1941 

June  1942__._ 

June  1943 

June  1944 

2, 170,  500 
2,  253.  522 
2,170,046 
2,  086, 908 

$21. 08 
21.83 
24.61 
27.55 

378,  406 
389, 975 
301,  1.39 
259, 914 

913,429 
938,  976 
739,  443 
650,  598 

$33. 08 
33.94 
38.95 
43.12 

49,817 
54.  378 
53,  752 
56,  866 

$23.  67 
24.37 
25. 95 
28.68 

Alabama 

28,673 
1,398 
9,527 

27,152 
157,605 

40,  992 

14,  266 
1,.';32 
2,  756 

38,  563 

69, 062 
1,492 
9,945 
128, 808 
59, 074 
51,326 
28,  547 
54,  228 
36,  821 
15, 142 

12,  396 
75,  598 
85,  664 
57,  398 
25, 149 

103,  402 

11,170 

25,  248 

1,986 

6,648 

25,  325 

.■;,  321 

108.  180 

33.  688 

8,848 

124,836 

77,  069 

19,488 

85,  210 

7,200 

21, 153 

13, 109 

38,  085 

174,  029 

13.  280 
5,  242 

16,  177 
60,  075 
18,4.')4 
47,  324 
3,247 

15.83 
32.07 
38.43 
16.87 
47.20 
41.21 
34.24 
14.45 
29.92 
24.12 

10.92 
19.92 
30.70 
30.91 
24.16 
28.40 

27.  .50 
10.99 
22.29 
26.87 

25.55 
39.90 
29. 15 
28.40 
10.03 
22.04 
29.07 
26.04 
37.97 
27.66 

28.29 
32.31 
33.04 
11.20 
28.52 

28.  .56 
26.27 
33.33 
28.58 
31.55 

13.97 
23.59 
16.50 
21.29 
36.73 
20.03 
12.38 
37.63 
17.81 
27.45 
32.33 

4,624 

12,626 

24.38 

715 

15.95 

Alaska 

Arizona 

1,424 
4,830 
6,772 
3,469 
1,828 
244 
576 
3,122 

4,013 
566 
1,473 
21,  247 
7,  403 
3,046 
3,  352 
4,220 
9,959 
1,424 

2,814 
7,162 

12, 875 
5,  453 
2,752 

11,030 
1,444 
2,738 

4. 098 

12,  665 
17,  276 

9,244 
4,676 
690 
1,766 
7,335 

9,811 
1,  754 
4,006 
49.  978 
16,  629 
7,412 
8,490 
11,641 
25,  603 
4,028 

8,013 
17,621 
30,  836 

13,  390 
6,969 

27,271 
3,  586 
6,346 

38.27 
27.11 
75.10 
35.43 
72.46 
54.60 
51.73 
29.22 

24.73 
53.25 
37.24 
33.09 
34.26 
26.69 
45.  73 
22.21 
40.23 
56.84 

36.80 
75.40 
60.06 
40.01 
20.92 
32.  85 
33.40 
32.49 

374 

1,213 

5,930 

523 

163 

43.41 

Arkansas 

California 

Colorado __ 

Connecticut    

20.70 
47.44 
36.57 
34.40 

Delaware .. 

District  of  Columbia 

236 
2,310 

2,141 
67 

222 
4,971 
2,242 
1,360 
1,127 
1,581 
1,477 

860 

459 
940 

1,270 
945 

1,344 

35.44 

Florida. 

Georgia .. 

25.39 
13.  85 

Hawaii 

22.03 

Idaho 

32.76 

Illinois         ... 

32.  17 

Indiana _-_ 

Iowa 

Kansas 

Kentucky    ..     .          ... 

30.68 
31,96 
29.56 
12.73 

Louisiana 

26.91 

Maine 

27.86 

Maryland    ..         . . 

29.11 

M  assachuse  t  ts 

41.33 

Michigan ... 

33.11 

Minnesota 

33.92 

Mississippi     . . 

11.64 

Missouri .  

Montana 

307 
533 

30.31 

Nebraska 

25.12 

Nevada                         

New  Hampshire     .. 

688 

3,845 
2,184 

18,  722 
6,473 
1,638 
8.157 

13,  547 
1,194 

22,  780 
1,098 

3,434 

1,511 

11,006 

10,  688 

1,876 

584 

3,696 

3,295 

6,  859 

6,428 

351 

1,738 

9.  251 

6.336 
43,  032 
15,751 

4,499 
21,885 
32,715 

2,948 
59, 977 

2,870 

10,  049 

3,  534 

28,394 

23.412 

5,008 

1,486 

10,  448 

8,145 

18, 841 

15,  589 

930 

54.61 

47.52 
36.41 
72.83 
21.19 
45.33 
50.96 
33.94 
72.24 
52.36 
63.96 

23.12 
32.25 
30.89 
21.06 
71.46 
33.10 
26.57 
82.45 
32.33 
49.46 
43.08 

267 

546 

265 
2,864 
2,  252 

125 
3,201 
1,909 

372 

28.04 

New  Jersey                             ... 

29.46 

NewMe.xico..          . 

29.41 

New  York .  _  

36.60 

North  Carolina 

16.24 

North  Dakota 

28.66 

Ohio 

25.68 

Oklahoma.. 

29.02 

Oregon. 

41.20 

Pennsylvania 

Rhode  Island            ...  .  ...  .. 

88 

863 

213 

1,541 

4,  663 

129 

160 

969 

654 

824 

1, 525 

126 

29.15 

South  Carolina         .      .  . 

18.25 

South  Dakota       

21.63 

Tennessee.. 

20.19 

Texas     .  . 

24.33 

ITtah    

40.95 

V'ermont 

27.93 

Virginia 

16.32 

38.41 

AVpst  Virginia 

22.43 

27.77 

Wyoming    . 

36.00 

Tables  in  this  appendix  are  limited  to  fiscal-year  data  on  appropriations,  expendi- 
tures, and  personnel  of  the  Social  Security  Board,  and  on  programs  for  which  the 
Board  carries  Federal  administrative  responsibilities. 

More  comprehensive  and  detailed  information  on  current  operations  of  social 
security  and  related  programs,  including  those  for  which  summary  data  are  given 
in  charts  1—3  of  this  report,  is  issued  in  the  monthly  Social  Security  Bulletin  and  in 
the  Social  Security  Yearbooks  for  the  calendar  years  1939-43, 
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